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Mr Attlee’s Responsibility 


TH debate on the nationalisation of steel on Tuesday followed 
the expected course to the expected end, strictly party speeches 
leading to a strictly party vote. The Government, as it will on every 


. grand occasion of which due notice has been given, got its tiny majority. 


The debate, in fact, served very little purpose but to reveal how com- 
pletely the Government’s decision to hurry on with the nationalisation 
of the steel industry has broken the sense of national community which 
had been growing all through the summer—and of which Ministers 
and their party were inevitably the beneficiaries—and has brought 
back the dark atmosphere of the bitterest party conflict. 


It would be unjust to the Prime Minister to suppose that he did not 
know that this would be the effect or that he was indifferent to it. 
He may well have felt that an outburst of bitterness over the steel 
industry was inevitable at some time in the next twelve months. He 
naturally intends to remain in office, with or without an election, 
throughout next year, and to defer the nationalisation of steel beyond 
December 31, 1951, would require the initiative of an amending Bill, 
which would be distasteful in the extreme to his party. If an intense 
party squabble cannot be avoided, there is something to be said for 
getting it over as soon as possible in the hope that it will soon be 
forgotten. If this was the reasoning that prompted the decision, it 
somewhat palliates the immediate offence—but only at the cost of 
revealing in what a narrow cell Mr Attlee has imprisoned himself 
and how little freedom he gives himself to do his duty. 


It is as well to be clear why the Government’s decision is so very 
wrong. This journal has never held the view that the Act that is now 
to be enforced would have disastrous immediate effects upon the iron 
and steel industry. The talk of disturbance and uncertainty is greatly 
overdone. The very tight central control already exercised and the 
loose form of nationalisation laid down by the Act together ensure that 
there will be very little perceptible difference for some time to come. 
Indeed, now that it is clear how ludicrously weak the Corporation 
will be, it seems probable that any change is likely to be towards more, 
not less freedom of action for the steel companies, in fact if not in law. 
Certainly the vesting of ownership of the steel industry in the state 
will in no sense be an industrial disaster. 


Nor can it be argued that the Labour Party is not within its formal 
rights. The nationalisation of the steel industry has long been one 
of its cherished projects, and it made quite a concession to the Opposi- 
tion in accepting a Conservative amendment, when the Bill was before 
the Lords last year, to defer its operation until after the election. The 
Labour Government is correct within the letter in claiming that it has 
fulfilled those qualifying and delaying provisos which it accepted as 
reasonable, and that there is now no reason why the process of 
nationalisation should be further delayed. Ministers of the Crown 
with a majority in the House of Commons have a clear right, by every 
rule of the party game, to do what they think wise. 
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What is very shocking is not that they are doing what 
they think wise, but that they think it wise to do some- 
thing to which such a very large proportion of the people 
—almost certainly a majority—very strongly object, at a 
time when harmony is unusually desirable. What really 
disturbs the onlooker is not any violence that Ministers 
are doing either to the national economy or to the consti- 
tution, but the insight that they have given into the state 
of their own minds and the sort of things they deem 
important. We are apparently governed by men whose 
scale of values is very seriously warped—and that, at any 
time and in any country, and to men of any party, must 
always be an alarming discovery. Mr Attlee was 
obviously stung, a few weeks ago, by Mr Churchill’s 
charge that he was sullenly resolved to lead less than 
half the nation ; but he has now himself provided the 
proof. The Government, which is in the course of 
appealing to the public to make sacrifices in a common 
cause, has given half the nation the best possible excuse 
for non-co-operation and passive resistance. Mr Strauss 
accused the steelmasters of going on strike against the 
Government. Why is he either surprised or indignant ? 


There is nothing undignified in concessions by a 
Government, even a clear majority Government, to its 
opponents. Indeed, forbearance by the majority is an 
even more essential part of free democracy than rule by 
the majority. Mr Clement Davies, in a most impressive 
spetch, quoted the precedent and the example—the 
sacrifice by the Liberal Government in 1914 (long before 
there was any thought of a coalition) of two measures for 
which it had an unchallengeably clear mandate from the 
people. That was statesmanship ; what we have now is 
tawdry politics. Indeed, every detail of Ministers’ pro- 
ceedings in the matter seems to be designed to illustrate 
the levity and irresponsibility with which they approach 
it. Their speeches were couched in a mixture of 
flippancy and mock outrage, and the nominations to the 
Corporation confirm the impression of an elaborate 
practical joke. The Government professes to be honestly 
concerned about the quality of management now present 
in the industry, to be really anxious about the problem of 
reconciling steel production policy with its own wider 
economic objectives, to be to increase the flexibility, 
the co-ordination and the efficiency of the industry—and 
then it hands these enormous tasks over to a scratch 
collection of mediocrities with very little experience 
of industry and even less knowledge of the particular 
trade concerned. 


The decision, however, is now presumably beyond 
revoking. It remains to deal with the bitterness it has 
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left behind. Far worse than anything it will do to the 
steel industry is what it has done to politics. If M; 
Attlee’s calculation is that the storm will die down, he is 
very probably wrong, for within six months there 
approaches the task of deciding on which sections of the 
population the burden of increased defence shall be 
placed, and by what means. This would be a delicate 
matter even if the government of the day enjoyed wide 
support. It will now clearly be approached with the 
utmost suspicion, and with the conviction in the minds 
of half the people that the Labour Party will exploit the 
emergency of defence, as they have done the steel in- 
dustry, as an opportunity to victimise their opponents. 

If there were any way out of the very dangerous 
impasse into which British politics have degenerated, then 
clearly it would be the duty of all patriotic citizens to 
ensue it. But the tragedy is that none of the obvious 
remedies seems at all likely to be effective. A national 
government, or coalition of the parties, is out of the 
question ; the Labour Party will not hear of it. Even if 
they would formally agree to sit in a coalition government, 
very little purpose would be served so long as they are in 
their present mood of refusing to meet anybody halfway. 

Many people believe that the way out of the mess is 
by another general election. An election campaign by 
itself merely sharpens the party controversies and silences 
any traces of harmony there may be. It would be worth 
paying this price only if there were a real prospect that 
the election would produce a substantially different state 
of affairs. But would it ? Is it at all likely that the 
Labour Party would improve on its poll of 1945, when 
it was only 47 per cent of the total? If, without a 
majority in the country, the accidents of the poll gave the 
Labour Party a working majority in Parliament, is there 
any reason to believe that it would stop dividing the 
country by using legal power without moral authority ? 
Is it likely that the Conservative Party would poll a clear 
majority of the electorate ? Or that they could govern 
with authority if they had just such a slim and accidental 
Parliamentary majority as Mr Attlee has now ? 

If any of these questions can be answered with an 
honest affirmative, then the sooner the election is held the 
better. But if not, then the present poisonous paralysis 
seems fated to continue, horrible though that prospect 
is. Mr Attlee could have made it otherwise. Even three 
weeks ago, and even on his tiny majority, he could have 
built up a policy of national leadership, to which the 
people would have responded—as, in not dissimilar cir- 
cumstances, the American people have responded to Mr 
Truman. He has chosen not to do so. What a heavy 
responsibility he bears. 
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Leadership in the Free World 


I" the weeks before the assembling of the Foreign 

Ministers, the prospects for an agreed, rational and 
joint policy in the West had begun to look somewhat 
bleak. The United States and Britain could not agree on 
the representation of China in the United Nations, and, 
to make matters worse, an influential group in Congress, 
wholeheartedly supporting General MacArthur, seemed 
determined to invite war with Communist China over 
the issue of Formosa. In Europe, the allies were in dis- 
agreement on the question of rearming Germany, and 
it was widely believed that the American military autho- 
rities were prepared to station more American troops in 
Europe—which every allied nation wanted—only in 
return for the embodiment of a number of German divi- 
sions—which most allies did not want at all. Western 
opinion was still further shaken when, one weekend, 
the American Secretary of the Navy hinted at the possi- 
bility of preventive war, and declared that under certain 
circumstances, Americans might find it their duty to be 
“aggressors for peace.” Worst of all, more and more 
circumstantial reports came out of Washington suggest- 
ing that the “ Asia-firsters,” the friends of Formosa, the 
proponents of a re-established Wehrmacht and even the 
advocates of preventive war had something of an ally in 
the Secretary of Defence, who agreed with the Secretary 
of State on nothing and was quite prepared to work with 
the Republican opposition to lever him out of office. The 
Republicans in their turn seemed as ready to use even 
the most delicate issues of international diplomacy as 
open opportunities for electoral propaganda. 


On the eve of the Foreign Ministers’ meeting, how- 
ever, the Washington scene underwent one of those 
sudden transformations which give American politics, 
particularly under Mr Truman, a uniquely unpredict- 
able and exhilarating quality. The Secretary of Defence, 
Mr Johnson, resigned and General Marshall was called 
back from retirement to take his place. The President’s 
choice was masterly. Every European member of the 
great alliance was reassured by the return to office of 
the American they had learnt to know and trust impli- 
citly in the preparation of the Marshall Plan. The fear 
lest the United States would be involved in war with 
China was dissipated by the assumption of authority by 
the statesman who, in 1946 and 1947, had passed judg- 
ment on Chiang Kai-shek and found him wanting. 
Above all, a man had returned to office whose stature, 
character and record made it impossible—whatever the 
efforts of certain Republican senators—to accuse him of 
Crypto-communism or to drag him and all his policies 
into the vortex of an American election. A week before, 
Washington had begun to resemble “ a darkling plain . . . 
where ignorant armies clash by night.” Now, with a 
flick of the political kaleidoscope, it had become once 
again the responsible centre of a great alliance. 


* 


The effects of the change in terms of practical politics 
can hardly be apparent all at once. The first and most 
notable consequence is naturally a badly needed restora- 
tion of confidence. This is not the only result that is 
already visible. It is permissible to believe that the 


measure of understanding reached on the question of 
Germany at the Foreign Ministers’ meeting this week 
and the decision to postpone the question of a German 
army for further examination are due in part to the 
greater ease with which Mr Acheson can negotiate now 
that he no longer feels the presence of a hostile cabal at 
his ejbow, waiting to pounce on any concession as 
“weakness” and exploiting any modification asa 
“betrayal.” The question of Far Eastern policy in 
general and of China’s representation cannot be thrashed 
out in a few days. Here again, however, the decision of 
the General Assembly to refer the question of Chinese 
representation to a presidential committee gives time for 
further negotiation. 


In spite of this immediate improvement in the diplo- 
matic atmosphere of the alliance, the experience of recent 
weeks cannot fail to leave behind a number of queries 
and hesitations in the minds of America’s friends. It 
was not, apparently, for reasons of high world policy 
that the President made up his mind to replace Mr John- 
son by Mr Marshall, but (so it is reported) on issues of 
personal loyalty. The benefits to the world alliance were 
thus in a measure, accidental, and chance might work 
the other way. Or what if no statesman of General Mar- 
shall’s standing had been available to accept the Presi- 
dent’s invitation ? Would every issue of American 
defence and foreign policy then have been dragged 


_ through the hustings with every mark of disunity and 


opprobrium ? No nation can rely upon an indefinite 
supply of General Marshalls. It is indeed very fortunate 
if such a man appears once in a lifetime. Is the office of 
Secretary of State or of Secretary of Defence to carry 
no safeguards in itself ? Are foreign policy and defence 
policy to be as thoroughly immersed in local politics as 
those domestic issues which concern the United States 
alone ? It is true that no great officer of state should be 
immune from criticism and the more important the post, 
the more vital that it should be competently and ade- 
quately filled. But there is all the difference in the world 
between reasonable and responsible criticism and the 
kind of assault made on American foreign and defence 
policy in recent months. To measure the difference one 
has only to compare the conduct of the Republican oppo- 
sition under Senator Vandenberg’s leadership and the 
confusion that has prevailed since ill health removed 
him from the scene. 


Many Americans will, no doubt, resent the fact that 
critics in other countries express their doubts about the 
handling of American foreign policy in Washington. 
“What,” they may ask, “is it to do with other nations 
how we choose to conduct our affairs ? The results after 
all stand the test of scrutiny. What nation has done more 
in the last five years than the United States? If we 
choose to accompany our statesmanship with a good deal 
of rough and tumble, that is our affair.” The crux 
surely is, however, that it is no longer purely America’s 
affair. The method and manner of American defence 
and diplomacy are now decisive in every capital in the 
free world. It is as well to be perfectly clear about the 
task upon which the free nations are engaged. It is a 
long task which may last out this generation. It is a 
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supremely difficult task since it involves containing 
Soviet power by holding together an alliance of very 
different outlooks, powers and capacities, in a single and 
sustained effort. In this alliance there is one unques- 
tioned leader—the United States—and on the quality 
of its leadership, the stability of the alliance must depend. 
It may seem, superficially, that this is not a new situa- 
tion. Ever since 1941, it can be argued, the United 
States has been, in war and in peace, the leading power 
in the free world. But the circumstances of the war and 
even of the Marshall Plan are subtly different from those 
prevailing in this new phase of the alliance. In the early 
years of the war and in the economic crisis of 1947, 
the Americans still had the formal liberty to stand aside 
and the other nations’ need for American help was so 
desperate that Congress could virtually state its own 
terms. It is to the eternal credit of America’s leaders 
that that freedom of action was kept within such reason- 
able bounds and took so much account of the needs and 
sensibilities of the allied nations. 


Today, however, it is not an imminent crisis that is 
at issue but a long sustained effort of co-operation of a 
steady and unsensational kind. Moreover, although it 
may seem to American opinion to be the old story of 
American benefactor and grateful clients, it does not 
seem so to other people. Other countries may, in fact, 
be deriving more benefit from American policy than 
America itself ; but they do not all think so. They may 
not in fact have any freedom of action ; but some of 
them think they have. Indeed, to many of them the 
picture is that of America urging upon them a policy 
about which they have grave doubts. The Communists 
are never tired of proclaiming that the United States is 
settling its own scores with Russia although it uses 


NOTES OF 


By any standard the American feat of landing two divi- 
sions at fuli strength at Inchon is remarkable. The Marine 
division had come virtually round the world, from the Medi- 
terranean ; the other had been made up of troops assembled 
from points all over the Pacific. Men who had been fighting 
on September 11 at the southern front in Korea were advanc- 
ing five days later on Seoul, 150 miles to the north. And all 
this was done by 300 ships assembled from here, there and 
everywhere. Such a demonstration of mobility by sea and 
of American ability to improvise against the unexpected has 
made a deep impression in the world. It will not fail to 
impress the planners in Moscow, who have even now not 
ceased marvelling at the scale and success of the sea-borne 
operation Overlord six years ago. It will reassure every 
possible victim of cold-war aggression which has access to 
the sea. The lie has been given in bloody but heroic fashion 
to the Communist taunt that the “ Anglo-Saxons” grudge 
the contribution de sang. 


All that can be said with confidence in this fluid and trans- 
formed situation is that the United Nations’ forces are break- 
ing more quickly than expected out of their defence box 
through the key point of Waegwan. There the main road 
and railway line from Pusan to Seoul crosses the river Nak- 
tong. The fact that such a key point has been defended with 
less than the usual fanaticism may indicate a withdrawal by 
. the north Korean forces. There is so far no evidence of an 
major collapse, although one would expect some weakening 
of morale among the Communist battalions. For the 
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Korean—or German—territory for the purpose. It js 
not enough, therefore, that American Statesmanship 
should be sober, co-operative and unaggressive. It must 
also have an element of courtship to which Congress is 
wholly unaccustomed. In the long alliance that lies ahead 
the moods, the views, the interests and the efforts of 
America’s allies cannot be thrust to one side. To secure 
their understanding and support is as vital to the success 
of the alliance as it is to achieve domestic unity in Con- 
gress and the United States. It is a commonplace that 
the national politics of a great nation cannot be con- 
ducted in precisely the same spirit as the politics of the 
small town and the corner store. But in comparison 
with the immensity of the task world leadership has 
thrust upon the United States, domestic American 
issues are becoming “ small town” issues while Wash- 
ington is becoming the capital of the free world. 


Whenever nations are at the zenith of their power and 
influence, they have to discover ways and means of secur- 
ing continuity and strength in their conduct of foreign 
affairs. America is not the first to make this discovery 
and in many ways the task of providing continuity in 
foreign policy and of giving the necessary leadership to 
the free world is more arduous than it has ever been 
before, since the alliance that must be held together now 
circles the globe. But the difficulty of the task and the 
burden of the responsibility make not one jot of ¢:ffer- 
ence to the basic fact—that the free world’s alliance will 
be dominated by the clarity and strength of American 
leadership. From the uncertainties of recent weeks the 
only people to profit are the Soviets and their «atellites. 
Faction in.American foreign policy is becoming a luxury 
— neither the United States nor the free world can 
affor 
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Americans claim—and are telling them in leaflets—that their 
industrial potential is destro that vital supplies are not 
coming through from the north, and that the elite of their 
army—possibly the very units that were hardened in the 
Chinese wars—has suffered disastrous casualties. 


With command of the sea and air unchallenged there seems 
to be no reason why the operations against Seoul from 
Inchon should not build up a decisive threat not only to the 
rear of the main north Korean army but also to their lines 
of communication across the 38th parallel. But it must not 
be forgotten that the two United Nations’ forces are still 
150 miles apart. On Monday next it will be exactly three 
months since the Communist aggression began ; the more 
self-critical of western military commentators will doubtless 
refer to their files and wonder whether they have showed too 
little faith and too much critical power during those months. 


& * ® 


Over or Under the Parallel 2? 


The question now arises: will the Chinese and the 
Russians continue to watch the battle turning decisively 
against the north Koreans without giving greater and more 
overt assistance? The odds are that their decision will not 
be made until it is clear at what point the United Nations 
operations sre to stop. It would pay the aggressors to keep 

MacArthur guessing until the last moment }vst 
what risks he would run by teking his forces into the Com- 
munist-controlled North. Mr Syngman Rhee has said 
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that South Korean forces will cross the 38th parallel, but 
is not for him to make such a grave decision. 


To say that these intricate and dangerous matters will 
be settled by the United Nations is to ignore the facts. 
They will not be unless the Russians publicly abandon their 
satellite. The decision to fight in Korea was made by the 
Security Council with the Russian representative absent. 
Now that he is back at the table he will veto any instructions 
that the Council may wish to give to General MacArthur. 
It is true that the Assembly, which set up the UN Korea 
Commission, is free of the veto, but neither the Soviet 
Government nor North Korea has recognised the existence 
or authority of that body. If Uno—as seems probable—is 
powerless to act, then the Americans may claim a right to 
decide future policy in consultation with those governments 
which have supported the military operations—and the most 
important of these is the British. 


Here is a test of the ability of Washington and London 
to concert policy ahead of events. Presumably no one wants 
a fight to the bitter end up to the borders of China and 
Manchuria, or a sudden check at the 38th parallel which 
would simply restore the status quo ante. The political objec- 





tive is surely to propose a settlement, a way to end fighting as 
quickly as possible, which would detach moderates and 
opportunists from the defeated North Korean regime and 
bring them together with the more creditable leaders of the 
south. This would mean strict guarantees against the paying 
off of scores, pledges of security against further aggression, 
and a programme of reconstruction for the embittered and 
devastated country. This in turn would mean long occupa- 
tion by troops and officials representing the United Nations 
while the country was unified and found a new balance of 
political forces. 


The prospect of such an onerous burden is deeply dis- 
turbing; it might even divide the governments which agreed 
on the broad principle of opposing aggression. But what 
alternative way is there of ensuring that Korea is demili- 
tarised, reconstructed and eventually made free and united ? 


& * * 


The Special Session 


The special session of Parliament has illustrated, more 
Sharply than ever before, the permanent contrast in postwar 
British politics—fundamental agreement on foreign policy 
and disagreement on domestic policy. In the opening debate 
on defence, Mr Churchill was careful in expressing his “ full 
accord with the Labour Party ”; forty-eight hours later he 
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was describing the Government’s intention to put steel 
nationalisation into immediate effect as “a wanton and 
partisan act.” The defence debate itself was one of the 
best parliamentary discussions in many years, since the 
Government were prepared to be reasonable and informative 
and the Opposition to be conciliatory and constructive in 
their comments. The two outstanding speeches were by 
Mr Gaitskell and Mr Eden, whose talents are best displayed 
in a factual and unrhetorical debate of this nature. 


_ In the steel debate Mr Herbert Morrison signally mis- 
judged the temper of the House and gravity of the issue. 
The most noticeable result of his jocular remarks was to 
sting Mr Clement Davies, the Leader of the Liberal Party, 
into making one of the most vigorous and effective speeches 
of his parliamentary career in which he all but hurled the 
Hansard for 1914, containing Mr Asquith’s plea for national 
unity, at the Government front bench. At the end of the 
debate, when the halt and the fit had passed through the 
division lobbies to give the Government a majoricy of six, 
the course of rumour in the corridors of Westminster, which 
during the previous week had set strongly towards an autumn 
election, had begun to ebb, as the “ usually well informed 
sources” busied themselves with spreading a denial. 


One noticeable fact during the special session is the 
different effect produced by the absence of two of the great 
figures of the Labour quadrumvirate. On the one hand, a 
major alteration in economic policy has been made without 
the House having greatly noticed the absence through illness 
of the Chancellor, Sir Stafford Cripps, who, a year ago, was 
the centre of all economic discussion. On the other hand, 
the absence of Mr Bevin has once again made it impossible 
for the House to have any very profound discussion of 
foreign affairs. Members are becoming increasingly 
exasperated at their difficulty in finding a moment when Mr 
Bevin is not either away from duty or out of the country 
in which to discuss foreign policy with him. 


* * * 


Plots and Plotters 


“Mr Isaacs, the Minister of Labour, said nothing new 
in his statement last Friday on Communist activities in 
Britain. It has been common knowledge that ever since the 
inception of the Marshall Plan in 1948 the Communists 
have been trying in one way and another to disrupt the 
economy of the country. Mr Isaacs presumably made his 
statement chiefly—perhaps only—in order to persuade the 
strikers at the London bus depots that they were being 
misled and that they should return to work. At the same 
time, however, he implied by his dark hints of meetings 
during the weekend and the possibility of consequent 
trouble that the Communist plot had suddenly become more 
serious and more dangerous. 


In the absence of further enlightenment from Mr Isaacs 
or the Home Secretary, it is impossible to say whether the 
warning was exaggerated or not. With a few exceptions, the 
Communists have not succeeded so far in causing serious 
interference. Their immediate aim has beer simply to foment 
a strike on any pretext whatsoever in essential industries 
at critical periods in international affairs, The dock strike 
last May coincided with shipments of military equipment 
from America to Europe and with a critical phase in the 
campaign against Communist bandits in Malaya ; the Smith- 
field strike in July and the bus strike last week coincided 
with critical moments in the battle for South Korea. But no 
recent strike has been much more than an extremely 
unpleasant irritant to the national economy or, as far as is 
known, has in any way seriously affected Britain’s inter- 
national commitments. Moreover, the evidence of the past 
few months is that the Communists are losing the sympathy 
of the majority of workers, particularly of dockers and trans- 
port workers, and that strikes which are inspired solely by 
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Communists are likely to be of shorter duration and more 
narrowly confined than before. 


It may be that it is this very failure of the Communist 
Party in Britain, together with one or two other disturbing 
incidents, that has given rise to fears that the Communists 
are about to use more drastic methods to gain their ends. 
There has certainly been an unusual amount of coming and 
going of Communists between London, Paris, Warsaw, 
Prague and Moscow under the guise of “ peace ” rallies and 
other conventions. If the agents provocateurs are about to 
become agents saboteurs, Mr Isaacs was no doubt right to 
put the nation on its guard. 


w x * 


Mr Deakin Hits Back 


Whether or not Mr Isaacs’s warning was justified, the 
effect on good trade unionists has been unfortunate. Mr 
Deakin, the general secretary of the Transport and General 
Workers’ Union, which has suffered more than any other 
union from Communist activities, stated his personal 
opinion at a press conference on Monday that the Com- 
munists should be banned. Indeed, Mr Isaacs himself, in 
answer to a supplementary question in the Commons, said 
that “ if necessary ” the Government would bring in legisla- 
tion to deal with the situation. 


It is not at all clear what precise measures either Mr 
Deakin or Mr Isaacs have in mind, but if they mean some- 
thing like the anti-Communist Acts which have been passed 
in Australia and South Africa, they should be opposed from 
the outset. As long as there is any substantial support for the 
‘Communists or sympathy with them, anti-Communist legis- 
lation will do little to diminish such support and may even 
increase it; if, on the other hand, the active support for 
the Communist Party is as unimportant as it seems to be 
in Britain, then anti-Communist legislation is unnecessary. 
The police possess all the powers they need to deal with 
sabotage and treason. More important still, the domestic 
peace and internal security of this country entirely depend 
on the preservation of its liberal tradition. The sacrifice of 
that tradition, whatever the immediate advantage, would, play 
directly into the hands of the Communists. 






















Printing Dispute 


Hostilities have broken out again 
between the London Society of Com- 
positors and the London Master Printers 
Association. Going to press later than 
most of its contemporaries, The Economist 
has been unlucky enough to be caught 
in the renewed dispute and this issue 


contains 24 pages fewer than was in- 
tended. 








It is quite impossible to foresee what 
may happen next week. As our readers 
know, we are not a party to the dispute 
and are quite powerless to prevent these 
infuriating interruptions to normal 
publication. 
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Mr Deakin himself has shown how Communists are best 
dealt with. His large union of nearly a million and a quarter 
members is a federation of some of the most important 
groups of industrial workers in the country. In particular it 
includes transport workers and dockers, both of which groups 
the Communists have long sought to control. For the best 
part of three years, and especially during the past 
twelve months, the Communists have tried to split the union 
by making the plausible though unfounded charge that it 
is too big to be able to keep in touch with its members and 
by infiltrating into local branches of its different sections, 
They hoped that out of the chaos which would result from 
the breaking up of the union they would be able to step in 
and assume control of the more important splinter groups. 

The threat has been largely met by Mr Deakin’s recent, 
energetic counter-attacks. He has met the Communists on 
their own ground ; his union officials and the leaders of the 
different sections in the union have worked ceaselessly during 
the last few months, showing the Communists up for what 
they really are and giving the lie direct to Communist 
charges. The result has been a large falling off of pro- 
Communist support among the dockers and transport 
workers. It is tiring work and foreign to the heart of good 
trade unionists who dislike political activity, but it is the 


only way of combating Communism that is likely to meet 


with lasting success. 
a * a 
Decisions on Germany 


Since the decisions announced on September 19 by 
Mr Acheson, Mr Bevin and M. Schuman meeting in New 
York, the defence of western Germany and its political 
development towards independence enter a new stage. The 
form and rate of change cannot yet be accurately judged ; 
for there is much to be more closely defined in talks between 
the Allied High Commission and Dr Adenauer’s government. 
The contribution that the Germans are to make to their 
own defence has still to be settled between the reluctant 
French, the somewhat impatient Americans, and the grudg- 
ingly realistic British. All that they seem to have agreed on 
so far is that it would be bad for Germany and for Europe 
to recreate an independent Reichswehr—which no important 
body of opinion has ever proposed—that mobile police 
formations some 30,000 strong should be formed under con- 
trol of the States, and that the limit on steel production can 


be raised in cases “ where this facilitates the defence effort 
of the west.” 


In one respect at least the decisions show real insight: 
the ministers have understood that the mass of Germans 
can be bound to western Europe only by ties of strong self- 
interest. The first necessity is, therefore, to show deter- 
mination and ability to protect them against all the various 
forms of aggression that Communist ingenuity might devise. 
Hence the new security guarantee by the Big Three stating 
that “they will treat any attack against the Federal Republic 
or Berlin from any quarter as an attack upon themselves.” 
The inclusion of Berlin is a necessary but bold move: how 
exactly would a putsch against the western sectors of the 
city by the Communist Bereitschaften be dealt with ? To 
put an extra tooth or two into this guarantee the British and 
French will each send an extra division to Germany and 
the Americans—according to unofficial reports—two. 


From now on the Bonn Government acquires a new 
authority, although the High Commission goes on. The state 
of war with the occupying powers will be terminated ; a 
Ministry of Foreign Affairs comes into action with a few 
diplomatic representatives abroad ; and there are to be “ far- 
reaching reductions . . . in existing controls” of internal 
political and economic matters. Here is a lot to go on with : 
enough to weaken for the time being the political appeal of 
the nationalists and to facilitate that slight rapprochement 
between the Chancellor and Dr Schumacher which has 
recently been a gratifying feature of German party politics. 
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German Vicars of Bray 


There are ominous signs that the Evangelical Church 
in Germany may not prove a faithful ally for the west. In 
the Soviet German State, the Communists are able to claim 
increasing support from Protestant pastors, and even some 
bishops, for their National Front, and the “peace” cam- 
paign. Bishop Dibelius of Berlin has, it is true, made a 
valiant stand against the National Front in a pastoral letter 
and has committed the crime of visiting the United States. 
His attitude led Ulbricht to denounce him and his supporters, 
with the typical Communist threat that “ we grant democracy 
only to progressive democratic forces, not to warmongers.” 
But Communist action has been postponed until after the 
single-list elections of October 15. In the meantime a con- 
siderable number of Evangelical clergy apparently think that 
Bishop Dibelius has gone too far in defying the state. 


In the west, a conference called recently in Dusseldorf 
by the Evangelical Church passed a resolution to the effect 
that Germans would never fight Germans, and a statement by 
one of the leaders condemned the approval of German aid 
in western defence, expressed by the Catholic archbishops. 
The protest made by the Bonn minister of the interior, 
Herr Heinemann, against Dr Adenauer’s demand for a force 
to match the Soviet Volkspolizei was due, it is believed, to 
his leading position in the Evangelical church, as well as to 
the fact that the chancellor had omitted to consult him. 


There are good reasons for this equivocal attitude on the 
part of the Evangelical church. From the days of Luther it 
has been taught to submit to the state, whatever its nature, 
in all but matters of creed. The Evangelical clergy tend to 
be narrowly nationalistic, as was shown by their widespread 
support for the Nazi state. At present, another factor makes 
the Protestants likely to fall victim to spurious propaganda 
on German unity from the eastern zone. The main strength 
of the Evangelical church lies in eastern Germany. Not long 
ago Pastor Niemoeller himself declared that there was nothing 
in the Bible to condemn Bolshevism and that Germans would 
prefer a country united under Communism to one per- 
manently divided. It is on such confused thinking that the 
Soviet cause thrives. 


x * x 


The Defence of Egypt 


The lesson of Korea—which is that defenders sum- 
moned from abroad take months to muster and arrive— 
seems to be sinking home in Egypt. Public men are at last 
beginning to admit that Russian expansionism is a menace, 
that Egypt is too weak to resist it singlehanded, and that a 
measure of military preparedness ought to begin now. Until 
recently, only the late Sidky Pasha was bold enough to say 
the words aloud. Everyone else merely whispered them, 
being frightened of the mob that has for some years been 
taught to boo the Anglo-Egyptian Treaty of 1936 and its 
Provision for a British base in the Canal Zone—a symbol of 
the hated years of occupation. 


The first to speak out was Sadek Pasha, commander-in- 
chief during the Palestine war. Although he had never been 
pro-British, he said at the end of August, he now thought 
the British alliance an “ absolute necessity, but with certain 
reservations.” He has been followed by Prince Mohammed 
Ali—the elderly: and sensible heir to the throne—and by 
Ahmed Attia Pasha, who was Sidky’s minister for war in 
1946. But the government, with its public following to 

nk of, cannot go so fast. It has reproved both the general 
and the Prince for speaking as they did. Nevertheless, it 
has for two months been treating with the British Ambassa- 
dor, Sir Ralph Stevenson, on the subject of treaty revision. 
Both parties have now paused for thought while the Foreign 

isters concerned go off to Lake Success. 


“Problems of great complexity” have arisen, according 
to the British communique. But they are surely even more 
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complex for Egypt than for Britain. The Egyptians have 
been negotiating on the basis of a public longing for the 
fulfilment of Mr Attlee’s statement made in May, 1946, that 
the British intended to withdraw their troops. But now 
that the Palestine mandate has disappeared, there is nowhere 
near by for these troops to go to. Is it really in Egypt's 
interest that they should go far away ? What is the right 
answer to the British contention that times have changed, 
and that a free military partnership between equals might be 
to the advantage of both parties? The difficulty is that 
these thoughts that are crossing reflective Egyptian minds 
have not penetrated to the masses. The Egyptian delegate 
to the current Inter-Parliamentary Union meeting in Dublin 
has been fulminating against “ unequal treaties” in familiar 
vein ; Cairo radio often echoes his sentiments. A revised 
treaty is, therefore, not just round the corner. Indeed, it 
looks as if the Government will lack the courage to go ahead 
until impelled to do so by a danger so obvious that even 
the bird-witted Egyptian crowd can see it coming. 


* * * 


Racial Feelings in East Africa 


Perhaps, after all, ministers responsible for colonial 
affairs should stay in London and not travel to the colonies. 
A Minister of State was appointed so that these visits could 
be made, with benefit, it was hoped, to both Great Britain 
and the colonies, but it cannot be said that the recent tour 
of Mr Dugdale in East Africa has been a great success. He 
may feel himself to be, and he may well have been, perfectly 
justified in his behaviour towards certain members of the 
Tanganyika European Council—from the press reports there 
appears to have been an unnecessary display of bad manners 
on both sides. But he may well also ask himself whether 
striking an attitude does not do more harm than good to the 
cause of better race relations. 


The chief lesson, however, to be drawn from his visit is 
that the deterioration of race relations in East and Central 
Africa, demonstrated by his clash with the Tanganyika 
settlers, ought not to be allowed to go on. Hence the renewed 
suggestions for a commission to examine impartially the trend 
of colonial policy in these territories and determine whether 
it is in the best interests of all their inhabitants, African, 
European and Asiatic. Before the war, the immediate object 
of British policy was clear. It was to act as trustees for the 
African population and prevent their interests being sub- 


ordinated to those of the far more advanced European _ 


minority. Today the position is reversed. It is the 
Europeans, alarmed at the political promotion given to the 
Africans in all the British dependent territories, who look to 
the British Government to preserve their rights. The impli- 
cations of this reversal for colonial policy are still far from 
clear, and if a commission can disentangle the truth from 
prejudice it would be well worth having one. It is important, 
however, that it should be appointed quickly if it is to do 
any good. Otherwise prejudice in the territories concerned 
may reach a point where the impartiality of the members of 
the commission will be questioned from the start. 


* * * 


A Courts Martial Appeal Court 


The announcement made by the Minister of Defence on 
Tuesday, that legislation to set up an appeal court for courts 
martial will be introduced next session, should be generally 
welcomed. The minister stated that the new court will cover 
all three services but that its details have still to be settled. 
What matters most is that the appeal court should be clearly 
a court of law. Courts martial have suffered in reputation, 
unjustly in most cases, because they have seemed to be asso- 
ciated as much with discipline as with justice. The court 
consists of serving officers. The confirming authority, the 
nearest approach to an appeal tribunal, is a military com- 
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mander, and the public is left with the impression that 
justice may be mixed with expediency. ates are 
indignant when a petty sessional court is called a “ police 
court.” Courts martial need the same kind of rehabilitation. 
One way to make certain of this would be to give the Lord 
Chancellor responsibility for the appointment of the members 
of the appeal court, even if the court is under the administra- 
tion of the Ministry of Defence. The day has gone when the 
service authorities could claim that no civilian lawyer could 
possibly appreciate the traditions of the service. There must 
be very few lawyers in practice today who have not spent long 
enough in one service or another to have a very fair idea of 
service discipline and life. 

A second requirement is that the powers of the court should 
be at least as flexible as those of the Court of Criminal Appeal, 
and that it should not be compelled to quash a conviction on 
the ground that the court martial made some technical 
mistake in procedure unless it is satisfied that the accused 
has been seriously prejudiced by the mistake. The average 
member of a court martial has even less court experience than 
the average magistrate and procedure is bound occasionally 
to defeat them. It would be a pity if the appeal court became 
the happy hunting ground of the barrack-room lawyer. 


Finally, it would seem most desirable that the appeal court 
should not consist of the one bench sitting only in London. 
The geographical distribution of men subject to military law 
is world-wide and so should the appeal court be. The history 
of the judicial committee of the Privy Council shows how 
immobility and a long waiting list can damage the reputation 
of a court, however, eminent its members and however sound 
its law. The Lands Tribunals provide a better precedent, for 
they are made up as required from members on a standing 
panel and they are intended to sit when and where they are 
needed. The establishment of an appeal court is not the 
only reform needed in military law but it will be a good step 
forward. It will also be a reminder that appeal courts from 
some of the other departmental tribunals are still a crying 
necessity for the protection of the ordinary citizen. 


* x fr 


The Choice of School 


The Ministry of Education has recently attempted to 
clarify, in a manual of guidance issued to local authorities, 
the vexed question of who shall decide, parent or local 
authority, the school to which a child may be sent. The 
freedom of choice conferred on parents by the 1944 Educa- 
tion Act is contingent on that choice being 

compatible with the provision of efficient instruction and 

training and the avoidance of unreasonable public expendi- 

ture, 

The interpretation of this saving clause has varied widely 
with different education authorities. The Ministry’s inter- 
pretation of this phrase means that there wiil now be a reason- 
able latitude within the state system. But those parents, 
however, who have sought to obtain financial help for educat- 
ing their children outside the state system are doomed to 
disappointment. This manual is concerned only with day 
schools, and it is made clear that a parent is not entitled to 
claim the equivalent cost of education in a state school merely 
because he chooses to send his child to an independent 
school, Only if the local education authority recognises 
that the provision in its own schools is inadequate (and this 
usually means a deficiency of grammar school places) and 
has the desire or the means to supplement its own facilities 
by securing places in direct grant and independent schools, 
can a “ free ” place in these schools be secured. 

Many parents do not necessarily want a completely free 
place but rather a contribution towards the higher cost of 
a place in an independent school. It is here that the greatest 
ambiguities in the regulations exist and that interpretation 
has most widely varied: the Ministry’s latest effort does 
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little to make the situation clearer. The only example quoted 
is the choice of an independent school on denominationa] 
grounds. In such a case, if no direct grantor maintained 
school of the denomination required were available locally 
the local authority would be entitled to give assistance with 
fees on the basis of a means test. There will be other special 
cases of this kind, but it is obvious that with the usual 
rigorous test of means, most middle-class parents cannot 
expect much assistance if they desire to educate their children 
outside the state education system. 


* ® ® 


India Slips to the Right 


Because Mr Nehru’s position has been undermined 
inside the Congress Party, it would be wrong to suppose 
that he is necessarily approaching the end of his premiership, 
But it certainly looks as if the period of his personal ascen- 
dancy may be drawing to a close. Mr Nehru bitterly opposed 
the recent election of Mr Purshottamdas Tandon 4s President 
of the Indian National Congress Party, which is to be 
interpreted as a major victory for the right wing of Con- 
gress. For Mr Tandon is an exponent of strict Hinduism, 
a representative of the religious as opposed to the secular 
element in the party, and is said to attend frequently 
extremist Hindu RSS meetings. His success portends a 
shift in the political balance, but what effect that has had 
at this week’s meeting of the All-India Congress Committee 
at Nasik was not known at the time of writing. If Mr Nehru 
stays in office—as he well may, even after the elections next 
spring—it will be because he still wears, indeed a!ways will 
wear, the mantle of Gandhi. But Mr Tandon’s Presidency 
will last three years, and with a serious swing to the Right in 
Congress Mr Nehru might find himself becoming little more 
than a figurehead. 


The unexpected election of Mr Tandon, after Mr Nehru 
himself and then Mr Rajagopalachari, the last Governor- 
General, had been rejected for nomination, has crystallised 
the division between Left and Right inside Congress. With 
party leadership falling to the Right the trends of the last 
three years are reversed, and this increases the possibility 
that the Congress Party will eventually split apart. 


The effect on India of the rising influence of the right 
wing is likely to be unfortunate. It means a stiffer attitude 
to Pakistan, a retreat from state intervention in the industrial 
field, and an increased ise among India’s forty-million 
Muslims. Mr Nehru himself has issued a personal statement, 
making it clear that he stands by the secular state and 
challenges Hindu theocracy. Delhi’s general foreign policy, 
however, is likely to be little affected. 


x x * 


Rule of Law in South Africa 


It is gradually becoming clear that the one thing that 
stands between the despotic powers with which Dr Malan’s 
government has recently endowed itself and the people of 
South Africa is the judiciary. In a number of interestung 
judgments during the last few months, j in the Pro- 
vincial Courts, and especially in the Appeal Court, have 
shown that at least the administration of justice is beyond the 
influence of the Nationalist party and of the executive. The 
full bench of the Appeal Court, for instance, has laid down 
the doctrine that the duty of the courts is to protect all 
sections of the population, and that parliament must be 
presumed ‘in all Acts to have willed the equal treatment of 
all races unices the contrary wes specifically mentioned in the 


The existence of such laws as the Suppression of Com- 
munism Act and the Group Areas Act, therefore, makes the 
nature and the composition of the courts in South Africa 8 
matter of supreme im The Suppression of 


ism Act, for example, contains the clause: 
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ANNOUNCEMENT BY ALMIN” LIMITED 








The Dome of Discovery for the Festival of Britain will be Ltd., to our construction company, STRUCTURAL & MECHANI- 
the largest structure of its kind ever built. 365 feet in diameter CAL DEVELOPMENT ENGINEERS LTD. OF SLOUGH. This Outstand- 
and over a fifth of a mile in circumference, it forms a dramatic ing design by Ralph Tubbs, A.R.1.B.A., in association with the 
illustration of the use of aluminium alloys as a structural Consulting Engineers, Messrs. Freeman, Fox & Partners, is 
material. We are pleased that the contract for the Main Arch also an excellent example of the particular suitability of 
Ribs which support the roof, the Canopy and the Apron has aluminium alloys for use in large span structures to provide 
been sub-contracted by Horsley Bridge & Thomas Piggott entirely clear floor areas—a field in which S.M.D. are pioneers. 


THE ASSOCIATED LIGHT METAL INDUSTRIES GROUP 
Parent Company 


ALMIN LIMITED - FARNHAM ROYAL - BUCKS 


TELEPHONE: FARNHAM COMMON 594 








‘Lead’ exclaimed my Uncle Toby, ‘ Lead, Tristram, is the general metal in which they fashion the soldiery—and 
the officers also. Where, pray, would your fortifications be, or the cannon-balls, or the Barricados were it not for 
Lead ?—’ tis a prodigious metal’ (here my Uncle blew his nose) . . . Tristram Shandy, Chapter 96 
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Since Uncle Toby’s time, Lead has been on the march... 
Special Lead Alloy is supplied for the manufacture of toy soldiers 
(a useful dollar earning export) but Lead in many forms is needed for 
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batteries, pottery, glass . . . even television sets. 
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Any person who... 

(b): advocates, advises, defends or encourages the achieve- 

ment of any . . . object [of Communism] . . . shall be guilty 

of an offence and liable to imprisonment for a period not 
exceeding ten years. 

Obviously such a clause could be used as a legal weapon 
against a large number of people who are not Communists 
and who have never had anything to do with Communism. 
The only safeguard against the abuse of such law is an 
impartial judiciary, and although Dr Donges, the Minister 
of the Interior, has reserved for himself the right to decide 
whether an individual is a Communist or not, it should 
nevertheless still be possible to bring the matter before the 
courts. The Nationalist Government may, of course, attempt 
to bring the judiciary to heel ; but as long as the present 
judges and barristers retain their positions justice in South 
Africa may survive. 


* ® x 


Norway Grasps the Nettle 


If it is the fact that Norway has a common frontier in 
the north with the Soviet Union that has made its statesmen 
think so clearly and act so resolutely in defence policy, it 
is all the more to their credit for it would have been easy to 
loiter along the path of appeasement. It was Hr Lange, 
the Foreign Minister, who took the lead among the smaller 
powers during the early days of the North Atlantic Treaty 
Organisation ; and now it is Hr Gerhardsen, the Labour 
Prime Minister, who has led the way towards a candid state- 
ment of what rearmament means for a social democratic 
country. Without such an approach it is difficult to imagine 
how the latest defence plans are to get far beyond the blue- 
print stage. 


Hr Gerhardsen told the Storting last week in a special 
session to consider the Government’s defence plans, that in 
the present crisis national unity must come before partisan 
politics ; increased defence expenditure could not be met 
without reducing the standard of living of all. He said that 
the Government and the Labour Party wanted “to make 
their contribution towards making relations between the 
political parties as good as possible.” As proof of this the 
Prime Minister announced that they would take no further 
action during the present term of office on proposals to 
nationalise sugar, solid fuel and medicinal supplies. Only 
the nationalisation of the animal fodder trade would be 
carried out, because of its great importance for agriculture 
and foreign trade. 


Hr Gerhardsen said that increased expenditure must be 
met by increased taxation, by reduction in public and private 
investment, and by a cut in the import programme. Con- 
sumption would have to be decreased, and he aprealed to 
all those taking part in the wage price negotiations, due to 
begin next month, to look at their problems “ in a larger 
context and on a longer term basis, and not only think of 
immediate results.” 


In the interests of national unity, the Norwegian Prime 
Minister has deliberately laid aside the programme which 
he was elected a year ago—with an ample majority—to carry 
out. The people of Norway, who have lived far more 
austerely than their neighbours since the war, are asked to 
accept cuts in their standard of living, because, as Hr 
Gerhardsen put it “ it is no sacrifice to do what is necessary 
to safeguard peace and freedom.” ‘That is a phrase that 
Should be used at Westminster. 


® * x 


Clerical Statistics 


The fourth biennial analysis of clerical salaries under- 
taken by the Office Management Association,* covering a 


i *Clerical Salaries Analysis, 1950. Office Management Association, 
td., Management House, 8, Hill Street, London, W.1. 85 pp. 21s. 
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small but growing sample of the whole clerical population 
of the country, is a document of interest to economists, 
Statisticians, and employers. Salaries, particularly salaries 
paid by private enterprise to unorganised workers, constitute 
a notoriously dark patch on the statistical picture ; the work 
for which clerical salaries in particular gre paid is apt to 
be little susceptible to hard-and-fast definition. Within the 
limitations of a voluntary sample the Office Management 
Association’s survey throws a great deal of light. Classifying 
clerical workers not according to seniority nor by the titles 
necessarily in use in particular establishments, but in 
grades corresponding to the work done and responsibilities 
undertaken, it analyses its material first in bulk, then by 
areas, then by industrial groups, and adds for perspective 
some figures relating to the salary scales paid by the 
ae and other large-scale employers of clerical 
abour. 


On the whole the conclusions reached are in keeping 
with what one would expect from the general movement of 
earned incomes and from the commonsense generalisations 
of economics. There has, over the last «wo years, been a 
general increase in scales of pay, though slower than in 
the biennial periods previously covered ; with this increase 
has gone a shrinkage of differentials, the lower paid and 
less responsible groups gaining on the senior staff and the 
women, to a lesser extent, on the men. Probably the greatest 
usefulness of this analysis will be for employers, and, where 
these exist, employees’ organisations, anxious to see how 
the salaries which they offer or receive compare with others 
in similar industries or areas ; and for students of the wage 
and salary structure who can set the information provided 
alongside that relating to wage scales and professional 
incomes. 


Growing Multitudes 


What will be the results fifty years hence, should our 
towns go on increasing as they have increased since 
1800 . . . is not for us to predict. Far, however, from 
the prospect having in it anything to alarm us, it is 
full of hope, though necessarily vague and undefined. 
Within the last fifty years some of the most astounding 
inventions have been made that grace the intellectual 
faculties of man. Within those fifty years numerous arts 
have come into existence, or old arts have amazingly 
improved ; the boundaries of knowledge of a useful kind 
have been rapidly enlarged, and it has been diffused 
amongst all classes. Within that period the progress of 
humanity has been as great as the progress of invention 
and the increase of knowledge. The civilised world has 
enjoyed peace and security, such as it never knew before, 
compared to which, the Augustan age, so much vaunted 
for progress and peace, was a state of retardation and war. 
. . . It seems quite certain that with the increase of the 
town population improvements in humanity and political 
organisation, such as those we have witnessed, will con- 
tinue. The growing multitude will not be contented with 
the present accommodation, whether physical or moral, 
and present enjoyment. The prevalent disposition to 
defer to the popular voice, and promote the improvement 
and well-being of the multitude, will insure the requisite 
improvements, though what shape they may take cannot 
yet be known. From what has taken place in all these 
towns, we see that increasing wealth, and not increasing 
poverty, accompanies the increase of population. Not 
only a few are in the enjoyment of a great number of 
luxuries unknown to their ancestors, but the bulk of the 
people are much better provided with necessaries and 
comforts than were their predecessors ; and the explana~ 
tion of this fact is full of hope. 


The Economist 


September 21, 1850 
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Letters to the Editor 


South Africa and the 
Commonwealth 


Sir,—Will you allow an appeal for 
clemency ? In your issue of September 
oth, you made a most justified if some- 
what bitter attack on Dr Malan’s policies 
and government. That is only right and 
proper for a newspaper of your tradi- 
tions, but what was an unpleasant sur- 
prise was to see you echoing the threat 
that South Africa should be thrown out 
of the Commonwealth. 


You overlook—as do thousands of 
Englishmen who have the same idea— 
the fact that this is a government repre- 
senting not only a small minority of the 
total population of South Africa, but 
even a minority of the European popula- 
tion. There are among us many liberal 
minded people who are even now hoping 
that we will be able to make a difference 
to the policies of this country towards 
its native peoples and so bring it more 
into line with the democracies of western 
Europe and America. One of the most 
important assets we have is the know- 
ledge that we are part of the British 
Commonwealth which has the greatest 
of all liberal traditions. To eject South 
Africa from the Commonwealth would 
have a very adverse effect and, more 
noticeably, the English element in the 
country, from whom most of the liberals 
are drawn, would severely dwindle in 
numbers through emigration to Britain 
and the Rhodesias. What liberals want 
is a suffrage from which nobody should 


be debarred from any inherent trait— 
colour, creed, race, etc. If we achieve 
a small measure of success in this, you 
will realise that the political architecture 
of the country will be radically altered— 
perhaps against democracy and against 
the Commonwealth, but much more 
likely towards stronger ties with Britain. 


Many will say in answer that if we 
are going to form our much vaunted 
republic anyhow, what matters it if we 
are thrown out instead of being allowed 
to walk out. Economically, we can 
stand on our own feet now but politically 
we are likely to face tremendous prob- 
lems from opposition from the natives 
—which could cripple the economic 
structure of the country. It is possible 
that Dr Malan has thought of the reper- 
cussions of his threat of leaving the 
Commonwealth. We hope that he has 
done so, because a republic outside the 
Commonwealth would be a disaster— 
whether accomplished by free decision 
or duress. In short, liberals in South 
Africa look to your paper and others 
in Britain rather for constructive and 
helpful comment, not for articles which 
will hasten a catastrophe which seems 
all too imminent.—Yours faithfully, 


Fohannesburg. A. S. P. TUGMAN 


Moscow and Islam 


Sir,—Your paragraph headed “ Moscow 
in Islamic Clothing” in the issue of 
August 26th caused some amusement 
here. You mention the appeals from 
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Moscow to Islam and seriously warn 
your readers against writing off “all such 
matter as too contrary to fact to be 
effective.” Yet in the very next para- 
graph you yourself “shrug off” the 
effectiveness of Abdul Krim of the Riff 
whose word according to you, “ carries 
little weight.” 


I am afraid that is a view which 
would not be shared by the people out 
here whose job it is to observe these 
matters. Whatever he may be in London, 
Abdul Krim is a most important infiu- 
ence in North Africa and his messages, 
sent out regularly from Cairo in Arabic, 
are distributed and read widely through- 
out these countries while every statement 
he makes to the international press 
receives a very careful study in Paris and 
Washington. Abdul Krim’s statements 
are certain “ news ” for the international 
news agencies and his opinions are 
always headlines in the Arabic and 
Islamic press from Casablanca to Indo- 
nesia. In fact it is difficult to think of 
a voice from the Arab world which 
travels farther! While the immense 
respect in which he is held throughout 
North Africa and Asia (and also in 
America) and his remarkable grasp of 
international “ situations ” and flair for 
exploiting them make him a man very 
much to be reckoned with for those, like 
the French and the Americans, who are 
uneasy about the present state of the 
Arabic speaking world of North Africa. 
—Yours faithfully, | MARGARET PoPE 

Tangier. 


Books and Publications 
Wealth and Iilfare 


The Social Costs of Private Enterprise. 


By K. William Kapp. Harvard University 


Press (London : Geoffrey Cumberlege). 279 pages. 308. or $4.50. 


It is doubtful whether anyone would 
have thought jit worth while, in any 
country but America, to write this book ; 
Mr Kapp accumulates what it is hardly 
impolite to call a gallimaufry of evi- 
dence, and displays considerable intel- 
lectual virtuosity, in order to achieve— 
what ? Proof that unadulterated laisser 
faire fails to achieve the optimum use 
of resources and the correct imputation 
of real costs—a conclusion which has 
been common form with everyone but 
Professor Mises and the National Union 
of Manufacturers for at least a genera- 
tion. Perhaps it is as well that the job 
should be comprehensively done by 
someone who, like Mr Kapp, really 
knows his classics and is not simultane- 
ously trying to prove that some alterna- 
tive system would automatically achieve 
that harmony which is impossible under 
undiluted capitalism. If so, however, it 
is a pity that Mr Kapp should lay him- 
self quite so wide open to criticism as 
he does, and so run the risk of discredit- 
ing his argument. 

For Mr Kapp is not content to 


demonstrate, inductively and deduc- 
tively, that a progressive laisser faire 
economy is inherently unstable, concen- 
trating the costs of progress on a fluc- 
tuating number of unemployed ; or that 
individual firms unload on to the com- 
munity at large the costs involved in 
air and water pollution ; or that the time- 
horizon of the individual farmer, hunter, 
lumberman or oil firm, particularly in 
a new country, is likely to be disastrously 
narrower than what the community 
interest demands. These well-recognised 
generalisations he justifies afresh with an 
amount of statistical and factual evidence 
which remains impressive even when 
drawn from ex parte sources. Nor does 
he stop at the possibly still more 
damaging demonstration—not, however, 
equally generally accepted—that the 
degree of imperfection in competition, 
under no matter what legal system, is 
fatal to rationality, both in its direct 
effect on the distribution of resources 
and through its indirect stimulus to 
advertising wars. He goes on to load 
upon the shoulders of private enterprise 


as such all those costs that arise from 
lack of knowledge, or improvidence, on 
the part of consumers and workers ; the 
entire cost, for instance, of industrial 
injuries and ailments and of the damage 
to family life involved in married 
women’s work—as if, even under condi- 
tions of full employment and mobility, 
there were no such thing as the calcula- 
tion of net advantages. He does his level 
best to demonstrate that technological 
progress is quite as likely to lead to a 
Marxian increase of misery as to higher 
standards. Despite, in fact, his dis- 


This is the more a pity because his 
final chapters, dealing with the place of 
the “social cost” concept in economic 
science and the place of the latter in 
the general science of society, are, 
although tentative, both stimulating and 
realistic. He does not, like so many 
critics of the existing order, take it for 
granted that planners will either be able 
settle easily what the distribution of 
resources should be or to achieve that 
distribution in practice. He does not 
ignore, he seems to under- 


estimate, the difficulty of eliciting con- 
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sumers’ preferences outside the market 
sphere. In short, there is nothing 
starry-eyed about his attitude to collec- 
tive action ; and it would be a good thing 
were there a more general understand- 
ing on the Left of his reiterated demon- 
stration that the problems of social 
accounting remain essentially identical 
whatever the form of society. 


Benelux Examined 


Les Unions Economiques. By Jean Van 
der Mensbrugghe, Institute of International 
Relations, Brussels. 396 pages. 


Though the title of this work is quite 
general, its principal theme is the Bene- 
jux Union. “The lessons to be drawn 
from the experience of Benelux can be 
easily applied to the other unions” says 
the author. But a chapter is given to 
the proposed Franco-Italian customs 
union (presumed abortive), and another 
to the inconclusive efforts of the study 
group set up in 1947 arising out of 
Marshall Aid, and to the position of 
Great Britain in relation to a European 
Customs Union. 


The story of the efforts made to give 
practical effect to the Convention of 
September 5, 1944, signed by the exiled 
Governments of Belgium, Luxembourg 
and the Netherlands, is clearly and con- 
cisely summarised. And there follows 
an account of postwar conditions and 
developments in the three countries, 
which is perhaps somewhat too long. 
The statistical and other material is 
interesting in itself, but not always 
directly relevant. The conclusion is that, 
to make the desired union possible, a 
uniform economic policy is needed, 
directed to reducing rigidities, to allow- 
ing the price system its regulative func- 
tion, to avoiding both inflation and 
deflation, to gaining equilibrium in 
foreign trade by subjecting the national 
economy to international competition, 
and to using credit as an instrument of 
policy. The statistics and facts might 
have been handled more concisely and 
significantly if more directly related to 
these aspects of policy. 


The original Benelux Convention of 
1944 was primarily for a customs union, 
but it set up a Conseil de [Union 
Economique to make recommendations 
for unifying the restrictions on imports 
and exports, and the quotas, licences, 
subsidies, etc. prevailing in the three 
countries. The customs union itself is 
not free from difficulty, but it is chiefly 
in these latter matters that the obstacles 
to economic union have been found. 
The problem has been to reconcile the 

rigidity” of Dutch economic policy 
With the relative “suppleness” of Bel- 
gian policy, The Netherlands suffered 
more severely than Belgium from the 
war. The rigidity of Dutch policy 
became necessary because the free work- 
ing of the price system could not en- 
se me requisite degree of austerity 

u whi 
Set te = consequences ch c 


An: important secuon of the book 
treats of -term problems, and indi- 
Cates many of the measures taken or con- 
templated to bring the economic insti- 
tutions of the Benelux countries nearer 





uniformity. But the author has singu- 
larly little to say about the rate of 
exchange between the Belgian franc and 
the Dutch florin. The agreement of 
1943 continued the prewar rate, and the 
fact that prices and wages have risen in 
much higher proportion in Belgium than 
in the Netherlands would seem to show 
that this rate undervalued the Dutch 
florin. The devaluations of September 
1949 accentuated the disparity. It has 
been found necessary to cover the 
adverse balance for the time being by a 
Belgian credit. Is not this one of those 
cases where depreciation of the money 
unit has been pushed beyond the limit 
within which it can have any remedial 
effect on an adverse balance ? 


Humanists on Trial 


The Renaissance—Its Nature and 
Origins. By George Clarke Sellery. 
University of Wisconsin Press. 296 pages. 
$3.75. 


The author himself states that he has 
written this book “to straighten out 
historians and students of European 
history, who have been and still are be- 
devilled by the theory that the 
Humanists were responsible for the up- 
surge of European civilisation in the 
so-called epoch of the Renaissance.” His 
contention is that the real seminal force 
was the natural effort of men to achieve 
a more abundant life by the application 
of their wits to the problems of their 
environment, and that the modern age 
evolved from the medizval, whose deep, 
emotional and creative currents, assisted 
no doubt by the Revival of Learning, 
themselyes produced the Renaissance. 


To prove his thesis, he examines every 
facet of urban life from the twelfth to 
the fifteenth century, and gives en- 
lightening thumb-nail sketches, not only 
of the politics, economics, literature, his- 
tory, philosophy, fine arts, inventions 
and discoveries, but also of the outstand- 
ing personalities of the period. 
Humanists are arraigned like prisoners 
at the bar, and overwhelmed by evidence 
of prominent witnesses who support the 
bias of the author, so that the book be- 
comes a symposium of judgments by 
various authorities, proving beyond a 
doubt the erudition of the author, but 
expressing little original thought. The 
very meticulousness with which Mr 
Sellery acknowledges his indebtedness, 
even where no quotation is involved, 
robs his argument of force, since it 
would obviously be possible to collect an 
equally impressive body of witnesses in 
refutation. 


Moreover, the horse is so very nearly 
dead that the flogging is superfluous. 
The artificial division of European his- 
tory into Ancient, Medieval and 
Modern, which the author deplores, has 
long been discarded by emjnent his- 
torians, who have also abandoned con- 
siderations of direct cause and effect for 
the organic, evolutionary or analogical 
approach. Nevertheless, the book will 
prove interesting and provocative to the 
general reader ; though the claim on the 
dust jacket that “no scholar of the 
subject will be able to ignore it” is 
excessive. 
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A Great Civil Servant 


Dialogus de Scaccario. By Roger, Son 
of Nigel. Edited and translated by 
Charles Johnson, Nelson’s Medieval 
Classics, 144 pages. 1s, 


Forty-eight years ago Mr Johnson 
collaborated with two other scholars in 
producing the definitive Latin text of 
the Dialogus de Scaccario. Now he has 
produced the first translation into Eng- 
lish of the whole work by a competent 
scholar. The translation is clear and 
surmounts all the difficulties presented 
by a technical work written by a medi- 
ocre Latinist, and the notes are very 
helpful. The long introduction also 
adds to our knowledge of the work, 
though it goes, perhaps, too deeply into 
certain technical problems of scholarship 
and does not always bear in mind the 
general reader for whom this series of 
translations is intended, 


The Dialogus, however, deserves to be 
read by many who are not medieval 
specialists. This account of the work- 
ings of a government department by a 
high civil servant is unique in early 
medieval literature and the details of the 
financial system which it describes are 
full of interest. At the time fitzNigel 
wrote the Exchequer dealt with almost all 
the revenues of the richest kingdom in 
twelfth-century Europe (except Sicily, 
whose Exchequer had been developed 
with the help of English civil servants 
whom fitzNigel knew). Much of that 
Exchequer organisation had _ been 
developed in fitzNigel’s kfetime, and the 
chief architect of the department had 
been his own father. 


Much of the financial history of 
medieval England would be incompre- 
hensible without the Dialogus as a guide, 
but it is far more than a mere handbook. 
It is a treatise in practical administra- 
tion, and from it we can see how much 
hard thought and inventiveness went 
into creating an efficient system of 
account and audit, which would work 
even when dealing with illiterate officials. 


Professorial Torpedo 


Russia and the United States. By 
Pitirim A. Sorokin, Published under 
the Auspices of the London Institute 
of World Affairs. Stevens, 128, 6d. 


The author of this book is Director 
of the Research Centre in Altruistic 
Integration and Creativity at Harvard 
University. In a brief excursion into 
practical politics he was a member of 
the Kerensky Government which pre- 
ceded Bolshevism in Russia. He was 
twice imprisoned by the Bolsheviks and 
once sentenced to death. He left Russia 
in 1922, and has since then lived mainly 
in America, with the result that he has 
now become a zealous advocate in 
America of American appeasement of 
Russia. 


Professor Sorokin’s book is a pane- 
gyric on Russia, past and present, in 
which historical facts are selected, falsi- 
fied or ignored to suit his convenience. 
The historian will be surprised to learn 
from his pages that the Russian empire 
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has always been distinguished by the 
peaceful character of its expansion, that 
Russia between 1906 and 1917 was one 
of the most democratic countries in the 
world, and that Russia and the United 
States never had even a serious diplo- 
matic conflict before the era of President 
Truman. Professor Sorokin deplores 
. what he calls the “destructive phase” 
of the Russian Revolution, but he assures 
Americans that it was finished many 
years ago and that Russia would now be 
a land of civil and political liberty but 
for emergency measures imposed by the 
struggle against Hitler and by “the 
excessively tough policy towards Russia 
on the part of her war allies” (as 
exemplified, presumably, at Yalta and 
Potsdam). In any case, according to the 
author, it is not for ‘Americans to talk 
about democracy, for the United States 
also. restricted constitutional rights 
during the war. There és no incom- 
patibility between American and Soviet 
ways of life greater than that between 
“advertisements for this or that brand 
of cigarettes ”; on the contrary, America 
and Russia have a special “ sociocultural 
congeniality ” (whatever that may mean). 
Professor Sorokin presents himself to the 
American public with much highly 
coloured rhetoric as a noble-minded 
apostle of peace and reconciliation, but 
the only practical conclusion drawn from 
his lofty idealism is that all attempts to 
halt or contain Russian expansion, from 
the Truman Doctrine to the Atlantic 
Pact, are utterly wrong. 


When the Bolsheviks put Professor 
Sorokin into an “ inferno” of a prison, 
their regime was characterised by 
“barbarism and bestiality.” But since 
he has been installed in the safety of 
Harvard University, he has been able to 
admire from afar the virtues of Russia 
as regenerated by Stalin. He has not, 
however, been moved to return there to 
taste the delights of the new Soviet life. 


This book is of interest as showing 
how Russian nationalism can make a 
propagandist for Stalin even out of a 
man whom Communism has driven into 
exile. But just because the author is not 
a Communist, he can influence many 
people who would be quite immune to 
the Pritt-Gallacher approach. If a prize 
were to be awarded for the book of the 
year most helpful to the Kremlin’s 
political warfare against the western 
world, this one would certainly have to 
be placed on the short list. . 


Ad Astra 
Interplanetary Flight. An Introduo- 


tion to Astronautics. By A. C, 
Clarke. Temple Press (Technical Trends 
Series.) 164 pages. 8s. 6d, 


The supercilious reader can be assured 
at once that this is a sober and matter- 
of-fact little book; it deals almost entirely 
with the mechanics and logistics of high- 
altitude rockets, and the technical possi- 
bilities of attaining a sufficiently high 
speed <a —_ pe into outer 
space. pt for a purple chapter 
Locke tee tnihee Roaps’his nsainiooee 

author imagination 
firmly in check, though his enthusiasm 
and confidence in the ultimate achieve- 
ment are plain to see. The book is very 


clearly written, and even an almost 
complete ignorance of mechanics should 
not prevent anyone from grasping the 
author’s conclusions ; he has, moreover, 
a light touch which makes this, for a 
text-book, very readable. To anyone 
whose curiosity has been aroused by the 
activities at the White Sands testing 
grounds, not to speak of Hollywood’s 
latest offerings, this book can be recom- 
mended. 


The Third Way 


The Social Crisis of Our Time. By 
W. Ropke. Hodge. 254 pages. 158. 


It has been said with some justification 
that the trouble with liberalism in Great 
Britain is its concentration on the vain 
attempt to fit itself into a space, between 
the two major parties, which simply does 
not exist, that it lacks, so to say, intellec- 
tual Lebensraum. Any liberal-minded 
individual who is beginning to feel that 
this Lebensraum is not merely non- 
existent but inconceivable will be well 
advised to read Professor R6pke, whose 
new book, like his “Civitas Humana” 
which reached English-speaking readers 
some two years ago, combines philo- 
sophic breadth with earthy good sense, 
historical sweep with political acumen, 
and profound ethical conviction with the 
theoretical equipment of a _ top-flight 
professional economist. 

The policy of “economic humanism,” 
the “third way” of which Professor 
Ropke demonstrates the necessity and 
outlines the programme, 

offers battle on two fronts: on the one 

against collectivism and on the other 

against that brand of liberalism which 
developed and influenced most countries 
during the nineteenth century. 
The battle against collectivism is em- 
phatically not a battle against collective 
action, economic or other; in many 
fields the state, embodying the civic 
conscience and implementing civic 
choices, should be more, not less, active 
than it is today. Laisser faire was an 
aberration, historical capitalism a social 
monstrosity. Collectivism, on the other 
hand, is worse, being dehumanising, 
megalomaniac, in the long run inevitably 
tyrannical. Both stand condemned, not 
primarily on account of economic waste- 
$s, inefficiency or irrationality but 
because they destroy the quality of 
individual and community life; they 
both upset the delicate balance between 
the gregarious and the solitary aspects 
of the human character, the correspond- 
ingly delicate balance of idiosyncrasy 
and social obligation. They attack the 
living relationships of neighbourhood, 
workplace and family, everything, indeed, 
that _ IS organic, spontaneous, 
continuing in the social structure. 

Again and again, Professor Répke uses 
the simile of humus, the fruitful earth 
with its delicate living balance of 
organisms, built up over millennia, 
destructible by human unwisdom in a 
matter of seasons. It would, however, 
be wrong to write him down a mere 
conservative, a sentimental advocate of 
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merely preserve but encourage the rela- 
tively small-scale production which js 
socially desirable. The apparent 
inevitability of mammoth productive and 
commercial units is a delusion sprung of 
faulty laws and the maldistribution of 
property. Where mammoth production 
is, exceptionally, inevitable, then by all 
means let st be state-controlled. 

To summarise Professor Répke’s thesis 
is to do him little justice ; it is to leave 
out of account the brilliant and pene- 
trating historical analysis, the shrewd 
observation of social habits and national 
traditions, the enormous erudition, 
which have gone to support it. The 
diagnostic first section of his book could 
stand alone as an essay in the history of 
political ideas; paragraph after para- 
graph throughout the whole is packed 
with enough seminal thought to be 
expanded into a treatise. The reader is 
warned that he will have to grapple with 
an awkward style—whether native or 
due to the translator is uncertain—and to 
perform some disconcerting chrono- 
logical gymnastics. The English edition 
has been revised, but patchily, so that 
one finds President Roosevelt, for in- 
stance, apparently alive after the death 
of Lord Keynes. These, however, are 
superficial confusions ; underlying them 
is an essential clarity of thought and, 
what is more than clarity, wisdom. 


Reference and Text Books 


The Hospitals’ Year Book, 1949-50. 
Institute of Hospital Administrators, 
Tavistock House North, Tavistock 
Square, W.C.1. 1 100 pages. 


This is the successor to the year book 
formerly under the auspices of the 
British pitals Association and the asso- 
ciated Central Bureau of Hospital Informa- 
tion, both of which organisations have now 
been dissolved. Most of the book consists 
directory, covering every 


The Blue Guide to England. By 1. R 
Muirhead. Ernest Benn. 656 pp. 72 
Maps and Plans. 215. 

The first postwar edition of this standard 

guide book first published in 1920 con- 
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NEW LIGHT 
ON THE NEWS 


The march of events is swift and complex. Thinking 
men and women feel a growing need for background 
information and well-informed commentaries. 
“Public Opinion” meets this need. Independent 
in spirit, often radical in outlook, “ Public Opinion ” 
believes in presenting both sides of problems, secking 
the truth from divergent points of view. With a 
wide range of authoritative contributors, and with 
trenchant expressions of its own opinions, this 
thoughtful weekly review throws new light on today’s 
affairs. 


Contributors include: Graham Hutton, Paul Rotha, 
Douglas Houghton, Harold Hutchinson, #. L. Hodson, 
Dingle Foot, Philip Hope-Wallace, Edmund Rubbra, 
William Sansom, E, Colston Shepherd, etc. 


PUBLIC OPINION 


SIXPENCE EVERY FRIDAY 


Private Corporations and 
Their Control 
A. B. LEVY, C. L. S. (Cantab.), LL.M. (Bristol). 


“A very valuable comparative study, of which the main 
theme is the internal relations of the shareholders and the 
company, particularly in the light of changing political 
conceptions.” —The Manchester Guardian. 

In the International Library of Sociology. In two 
volumes, £3 105. net the set 


A Commentary on the Charter 
of the United Nations 
NORMAN BENTWICH and ANDREW MARTIN 


“A surprising amount of helpful information and 
comment is pressed into the 192 pages which suffice to 
cover—both text and commentary—the preamble and 
111 Articles of the Charter.”—The Economist. 185. net 


A History of China 
WOLFRAM EBERHARD 


“ To compress 3,000 years of history into 351 pages is 
a fine feat and Mr. Eberhard is to be congratulated 
on his achievement.” —The Times Educational Supplement. 


“This is by far the best short history of China that 
exists.”"— The Listener. Illustrated. 21s. net 
Authority and Delinquency in the 
Modern State 
ALEX COMFORT 


“A fascinating, disturbing, courageous book. _ The 
stimulus to thought in this book is wholly vitalising. 
—Maxcery Fry in the Spectator. 8s. Gd. net 


ROUTLEDGE AND KEGAN PAUL 


A Social and 
Eeonomic History 
of Britain, 1760-1950 


PAULINE GREGG, Ph.D. 


Dr. Gregg here provides the first social and 
economic history of the last two hundred years 
to be written in one volume and on such a‘scale, 
The work is divided into three parts and 
twenty-five main chapters, commencing with 
a survey of the economic changes implicit in 
the Agrarian Revolution, and concluding with a 
report on the scene after World War If. It 
emanates from the author’s experience as both 
scholar and teacher. With 47 half-tone plates 
and 13 tables or graphs. E.18/- net 


Atlas International Larousse 


Although at present our stocks of this unique 
Atlas are exhausted, fresh supplies are ex- 
pected shortly and an announcement will be 
made in due course. 


GEORGE G. HARRAP & CO. LTD 


THIS AUTOMATIC SECRETARY 


Keeps All Your Papers in Orderly Form 
Reminds You of Urgent Matters 


N° OTHER means will do more to 

ease your work and free you 
from petty details and many minor 
matters. 

For this “ Desk Secretary” is a 
complete desk organiser. It keeps in 
orderly form and helps you to deal 
swiftly and systematically with all your 
papers and correspondence, and 
automatically reminds you of all 
commitments and matters to be 
attended to. 

A compact portfolio containing 48 expanding pockets, that take your papers 
flat, each pocket clearly tabbed, al! arranged in classified sections. First the 
complete alphabetical section, then sections for your daily follow-up, followed by 
sections for your monthly follow-up. In two sizes : Foolscap 13 in. x 10 in. x 
3 in. ; Quarto 11 in. x 10 in. x 3 in. 


This Almost Human Device 


Shows you all letters or papers to your notice until finally deal. 
requiring attention each day; with ; Prevents loss of all important 
Insures correspondence answered on papers ; Keeps your desk clear of 
correct day; Looks after matters litter with all your papers systematic- 
pending and brings them continually ally filed. 


Supplies Limited - Order To-day 


When the present small stocks are exhausted, it may not be possible to obtaia 
replenishments. So make sure of securing your requirements whilst they are 
available, and POST THE COUPON TODAY. 

Fill in and Post 
BUSINESS PUBLICATIONS LTD. 
180 Fleet Street, London. E.C.A4, 


I enclose remittance of. for which please send me :— 
Desk Secretaries (F’scap) with special metal trays at 24/- each. 
Desk Secretaries (F’scap) at 22/6d. each. 
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AMERICAN SURVEY 





Exit Johnson 


Washington D.C. 

“ T) EPUBLICANS have lost a campaign issue,” wailed 

the Scripps-Howard press on the morning after Mr 
Louis Johnson’s resignation. They may have lost even more. 
Mr Truman’s decision, suddenly announced, but hardly 
taken in haste, to recall General Marshall for one more term 
of service to his country will no doubt take the sting out 
of their attacks on the Administration’s foreign policy in the 
Far East. It will be a reminder to the American people that 
the policy, whether they approve it or not, was General 
Marshall’s—that he statéd it after his return from a year in 
China and never changed his mind during his two years 
as Secretary of State. The Republicans can continue to argue 
that it is a wrong policy, as they undoubtedly will, but it 
will be more difficult for them to persuade their fellow- 
countrymen that it is a treasonable one, conceived and carried 
out by Mr Acheson and a sinister group of fellow-travellers 
in the State Department. That did not stop the incredible 
Senator Jenner from trying; he called General Marshall 
a “living lie” and “ an actual co-conspirator with the most 
treasonable array of political cut-throats ever turned loose 
in the executive branch of Government.” 


“Johnson and Acheson must go ” was a slogan which had 
some prospects of bringing results ; it even had some justifi- 
Cation, since it was obvious that one or the other would have 
to leave. No Government could or should long survive in 
which the two most important of the President’s Cabinet 
officers agree on nothing. But those who know Mr Truman 
best had little doubt which of the two would be dismissed in 
the end. It was not Mr Acheson who was carrying on an 
underground campaign against his President’s policies, who 
was telling .he opposition that he had been overruled when 
the decision not to support General Chiang Kai-shek on 
Formosa was taken, or who was trying to stab his colleagues 
in the back. And it is the Secretary of Defence, rather than 
the Secretary of State, who, in time of war, must become, 
as the Washington Post put it, “the scapegoat for a nation 
which had come to expect that opposing armies shall melt 
on first sight of an American soldier.” Z 


The President’s decision, when it came, came without 
warning. Even Mr Johnson himself did not know his fate 
until the day before it was announced. But once Mr 
Truman had made up his mind to nominate General 
Marshall he had to act quickly. The Unification Act had to 
be amended before Congress adjourned to allow a man who 
had held a regular commission in the armed forces during 
the previous ten years to be appointed. It was natural that 
Republican cries of dismay should go up: they had been 
hit where it hurt most. They had been able to counter the 
sending of Mr O’Dwyer, the Mayor of New York, as 
' Ambassador to Mexico (which assured a special election and 
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big vote in Democratic New York City in November) by 
persuading Mr Dewey to change his mind and run for 
Governor once again. But they had nothing with which 
to trump General Marshall. It is open to doubt whether the 
hundred Representatives and twenty Senators who tried to 
block his appointment by voting against the amendment to 
the Unification Act will get much thanks from the country 
at large, even though they may explain that they were doing 
it “on principle.” And it is permissible to wonder whether 
Senator Knowland’s principles would have been as stubborn 
had the President proposed as Secretary of Defence a soldier 
who favoured sending military aid to General Chiang 
Kai-shek at the risk of war with Communist China—General 
MacArthur, for instance. 


* 


But Mr Truman was almost certainly not thinking of 
national politics. It is not in his nature to desert one of his 
lieutenants while he is under fire, whatever the domestic 
political advantages may be. Had he been thinking primarily 
of the November elections over the last few months, he 
would have listened long ago to the appeals of frightened 
Democrats facing the autumn campaign and replaced the 
controversial figures in his Cabinet with men more able to 
win votes than wars and men who had the confidence of the 
party’s hack politicians instead of that of the Foreign 
Ministers of his country’s allies, Or he could have played 
for “ national unity” by choosing a Republican to replace 
Mr Johnson and worked for some compromise with the 
Opposition over policy in the Far East. Instead, ne chose to 
stand by his refusal to allow General MacArthur and the 
Republicans to involve him in a Chinese war. He appointed 
as Secretary of Defence the author of his Far Eastern policy 
and, perhaps, the only man who can persuade the American 
people, in the present hysterical atmosphere, that it is the 
right policy. 

The motley collection of “ Formosa-Firsters,” which 
includes the McCormick, Hearst, Luce, and Scripps-Howard 
papers, many of the Republicans in Congress and a smat- 
tering of Democrats, sensed the danger at once. The Scripps- 
Howard leader next day spoke of “the General’s legacy 
of mistakes in State Department policy . . . especially the 
disastrous China policy.” Senator Taft was dubious about 
the appointment because it “ would strengthen Secretary of 
State Acheson’s hand in relation to the Chinese Commun- 
ists,” and Senator McCarthy wanted him to convince the 
Senate “that he has learned the facts of life about Com- 
munism and that he will listen to MacArthur’s advice rather 
than Acheson’s on the Far East” before being confirmed in 
his post. They have every right to be worried. Not only 
is the new Secretary of Defence unlikely to listen to General - 
MacArthur’s advice on matters of foreign policy; he 's 
probably the only man in the United States who can 
discipline him. 

The dismissal of Mr Johnson and, even more, the appoint- 
ment of General Marshall are the final and unequivocal proof 
that Mr Truman has no intention of compromising 0D his 
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policy in the Far East nor of allowing it to be sabotaged. 
Those who denied that the decision to quarantine Formosa 
represented a reversal of earlier decisions have been proved 
right. The proposal to place the Seventh Fleet between the 
two Chinese factions came from the State Department. To 
carry further Mr Roosevelt’s famous analogy on Lend-Lease, 
it was like deciding to play a hose on your own house when 
your neighbour’s is burning, which would hardly constitute 
a reversal of an earlier decision not to have the house washed. 
And it was fortunate that final proof of Mr Truman’s deter- 
mination was given just at the moment when the Secretary of 
State had to face the Foreign Ministers of Britain and France, 
of the North Atlantic Treaty powers ard, at the General 
Assembly, of the United Nations. There must, among them, 
have been many who were uneasily wondering how far, even 
after the President’s bridling of General MacArthur, Amen- 
can, and particularly Mr Acheson’s, assurances could be 
accepted. After September 13th there was no further need 
to wonder. It was not Mr Acheson who would go and Mr 
Truman had secured his rear by giving him, as his closest 
collaborator in the Cabinet, the man whose policies he had 
inherited and continues. 


Not only will the President now have a team carrying out 
his political and strategic policy which is individually loval 
to him and to his decisions, but also one which can be counted 
on to work amicably together. General Marshall himself is 
now 69 and cannot be expected, although he has recovered 
well from his operation in 1948, to be able to work as 
hard as he once did. But he will be able to leave a great 
deal to his Under-Secretary, particularly if it is Mr Lovett, 
who was also his Under-Secretary at the State Department 
and an Assistant-Secretary of War while he was Chief of 
Staff, while he himself concentrates on the larger issues. 
Foremost among these are the urgent. task of placating Con- 
gress and of educating the American people and their repre- 
sentatives on “ the facts of life about Communism.” Mean- 
while the Marshall-Acheson-Harriman trio, and two of the 
three service Secretaries, Mr Finletter and Mr Pace, will be 
able to concentrate on the main job—winning the present 
war as quickly as possible and preventing the Asian addicts 
from starting another. 


American Notes 


Vision for 1952 


Since last April, when the President asked Mr Gordon 
Gray to analyse “ the factors bearing on the present disparity 
between exports and imports,” military developments have 
put a drawstring round the dollar gap, which may be closed 
completely before long. And June 30, 1952, when the Euro- 
pean Recovery Programme is due to end, has-lost :ts ominous, 
special significance, for now American financial aid can hardly 
be cut off sharply. But 1952 still has general s:gnificance 
as a synonym for the ultimate date when the world’s 
accounts must be balanced and Mr Gray has refused to 
allow his attention to be diverted from this distant goal by 
immediate military objectives. He knows, too, that the latter 
cannot be achieved unless they are backed up by economic 
measures and that in many countries the Communist tempta- 
tion will prove irresistible unless democracy offers the hope 
of future stability. 

_This, at least, appears to be the line Mr Gray has taken in 
his tong draft to the President, as far as can be 
gathered from the “ leaks” that have now been published in 
the press. Mr Gray is said to have set his sights high and 
to have made few concessions to departmental shibboleths 
or Congressional prejudices. For example, the “ Buy 
American” law, shipping preferences and the farm price 
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Support programme are all condemned for their repercus- 
sions On international trade and it is suggested that the 
Reciprocal Trade Agreements Act should be set up on a 
semi-permanent, instead of its present hand-to-mouth, basis. 
Mr Gray’s vision for the future seems more realistic econo- 
mically than it is politically, and the government depart- 
ments concerned are now engaged in bringing the draft down 
to earth. The published version will probably contain only 
the final conclusions, not the detailed arguments leading up 
to them, but the arguments will be behind Administration 
thinking for a long time to come. 


Mr Gray recommends that some system of international 
allocations for strategic materials should be set up at once, 
for he recognises that Europe’s economic recovery will be 
jeopardised if raw material prices are allowed to rise unduly 
as a result of defence demands. The single new agency—an 
Economic Overseas Administration—which he favours 
would co-ordinate all economic aid abroad, but would not 
deal with military aid as well, as it had been suggested it 
might. In the opinion of Mr Gray and his advisers, economic 
assistance for Europe should take the form of a continuation 
of Marshall aid for several years. In the Middle East, and 
in South-east Asia, co-operative programmes for economic 
development should be worked out on a basis of government 
loans and grants, private investment, and technical aid. 
This looks like a return to the original Point Four concep- 
tion ; a shadow of this once “bold new programme ” has 
just been handed over to the State Department by Congress 
after eighteen months of attrition. 


* & * 


Anti-Communist Brew 


The McCarran Anti-Communist Bill, which the Senate 
and House have enthusiastically set before Mr Truman, is 
a triumph of legislative economy, if nothing else, for it is a 
mixture of all that was on hand in the Congressional kitchen, 
served up piping hot. Senator McCarran has swept into the 
pot every anti-Communist device on the shelves: the Presi- 
dent’s request for a much-needed strengthening of present 
espionage and sabotage safeguards, and a lengthening to 
ten years of the period that must elapse before the statute of 
limitations applies to espionage cases; the two-year-old 
Mundt-Nixon scheme for forcing Communist and “front ” 
organisations to register with the Attorney-Gzneral ; some 
unsavoury ideas of his own on the immigration and naturali- 
sation laws ; and finally, even the Kilgore Bill, a last-minute 
inspiration offered as a rival attraction. 


Supporters of the latter hoped that the powers it contained 
to intern potential saboteurs and spies in time of war, inva- 
sion, or insurrection, might direct Congressional attention 
to the real dangers, and away from the clumsy registration 
clause. This the Attorney-General declares would be ineffec- 
tive and certain to impose a “ staggering burden of enforce- 
ment” upon the overworked Department of Justice. But 
both Senate and House, after a moment’s consideration, 
decided to have all Senator McCarran offered, and the 
Kilgore Bill too. 


The heavy votes in both houses for a Bill that most 
impartial observers believe represents a grave danger to 
freedom of opinion and expression suggests that the New 
Republic was not far wrong when it concluded that the 
driving force was fear, not of Communists, but of con- 
stituents. Only one Senator facing an election this autumn 
—Mr Lehman of New York—had the courage to vote “ no” ; 
many who in the end climbed aboard the omnibus had earlier 
protested that years of litigation would be required before 
registration could begin, and that the chief sufferers would 
be, not the agile Communists, but persons whose only crime 
was the holding of unpopular beliefs. It is already fearfully 
easy, in the present state of alarm, to destroy a reputation 
and a livelihood. The General Foods Corporation has 
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cravenly dismissed Miss Jean Muir from its television show 
as a “controversial personality” because she is listed in 
“Red Channels,” a guide to the supposed “ red network of 
the air” produced by a group of warped and irresponsible 
minds. All the more credit is due to the American Broad- 
casting Company, which refused to take similar action 
against Miss Gypsy Rose Lee without further confirmation 
—which was not forthcoming. In the past it has been the 
guardians of moral, rather than political, purity that have 
been after Miss Lee’s amply displayed skin. 


Mr Truman has said he will not sign any Bill that con- 
tains the registration requirement, which he compares to the 
odious Alien and Sedition Acts of 1798. Some members 
might welcome a veto, now that they have displayed their 
staunch anti-Communism to the voters, despite the song and 
dance the Republicans would make about it. But the votes 
to override a veto can certainly be counted upon—if 
the President gives Congressmen a chance to cast them before 
they go home at the end of this week to their woefully 
neglected campaigns. When they come back to Washington 
on November 27th they may be in a more judicious mood. 
A veto, of course, would mean throwing out the baby with 
the bath, and postponing for some months measures the 
Department of Justice considers urgent. 


* * * 


Road Round the Veto? 


Since its great days in June and July, the Security 
Council has fumed behind the road-block of the Russian 
veto. Even before the invasion of Korea, innumerable 
American schemes had been proposed to strengthen the 
United Nations; since then the American interest has 
deepened, thanks in part to a revived faith in the capabilities 
of an international organisation, and, in part, to television, 
which brought Mr Malik face to face with Americans who 
normally do not visit Lake Success. Mr Hoover would 
reform the United Nations, in effect, by destroying it, for his 
proposal to expel the Russians presumably would have led 
to the exodus of a number of important countries that are 


not resigned to membership in an exclusively anti-Communist 
club. 


The Senate subcommittee that has surveyed all these 
proposals for strengthening international action, either 
through the United Nations or by creation of an Atlantic 
Union, decided to sponsor none of them ; it concluded that 
the United Nations as now constituted still possessed vast 
untapped resources for peace. Mr Acheson has now proposed 
that this session of the Assembly should tap them by trying to 
endow the Assembly with some of the responsibilities which 
the Security Council has shown it cannot discharge as long 
as the Russians remain obdurate. The Assembly is not 
plagued by the veto; a two-thirds majority is all that is 
needed to pass recommendations. And the most famous 
actions of the Security Council—the resolutions on Korea— 
were not the less effective because they were couched in the 
form of recommendations. 


The Korean invasion has demonstrated the advantage of 
having an immediate, impartial report on the background 
to any aggression that may be committed. But the presence 
on the spot of a UN commission was a happy accident. The 
United States therefore has adopted Mr John Foster Dulles’ 
suggestion of a permanent commission, appointed by the 


Assembly, to visit possible trouble-spots and give the fire - 


alarm when necessary. In Korea, also, the United States, 
though it has won the applause and moral support of the 
free nations, is conscious of having received but very little 
material support. After two and a half months, only a 
handful of British troops are fighting beside the Americans. 
The second American proposal is, therefore, that the Assem- 
bly recommend its members to earmark forces that would 
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be minutemen for peace, ready to serve wherever Uno 
decided aggression must be withstood. Thirdly, the Assembly 
is being urged by the Americans to provide for the calling 
of a special session, whenever that is necessary, at twenty-four 
hours’, rather than a fortnight’s, notice. And finally, Mr 
Acheson wants a committee of the Assembly to study methods 
by which the UN charter can be strengthened through 
collective action. 


The prospect that these pro s will be accepted is not 
very bright. But if the American delegation is rebuffed in 
its attempts to make the Assembly an effective instrument 
for peace, more drastic cures will be given a new life in the 
United States. 


Making Rubber’s Ends Meet 


The new urgency of the defence programme, coupled 
with the Communist threat in the Far East, has not only 
given the rubber manufacturers what they wanted, the 
reopening of all the government’s synthetic rubber facilities, 
but something they would have preferred to do without, 
controls on inventories and on the use of rubber. Rubber 
could be bounced back on to a wartime basis without waiting 
for Congressional authority, since it had never been com- 
pletely demobilised. Such authority would not in any case 
have been hard to get, for Congress will never forget the 
rubberless rigours of the last war. Rubber was the first field 
to be explored by Senator Lyndon Johnson, Mr Truman’s 
able successor as head of the Senate’s revived War Investigat- 
ing Committee. This committee was much perturbed at what 
it considered to be lack of unreality in the government's plans 
for stepping up both the output of synthetic rubber and 
the buying of natural rubber for the stockpile. But the 
government agencies concerned were already following the 
committee’s advice even before it had been offered. 


The possibilities of producing natural latex in the western 
hemisphere are once again being studied, and the latest of the 
post-Korean increases in synthetic rubber plans will bring 
all the government-owned plants back into full activity. 
This means that some time next year general purpose 
synthetic will be pouring out at an annual rate of 760,000 
long tons, double the rate of three months ago, with 6,000 
tons of butyl also being produced each month. Any sub- 
stantial increase in this rate of production would involve an 
increase in capacity. The rate at present planned will neces- 
sitate the reopening of plants which make butadiene from 
alcohol and, unless grain alcohol distilleries are also reac- 
tivated, Americans may once more have to choose between 
tyres and whisky. Their wives may have as hard a choice, 
between tyres and nylons, for the other main ingredient of 
synthetic rubber, styrene, is made from the benzene which 
also goes into nylon, soapless detergents and many plastics. 


Detailed restrictions on the use of rubber are expected 
before the end of the year, in order to stretch existing 
supplies as far as possible. These regulations will probably 
limit, perhaps very drastically, the quantities of natural rubber 
that can be used in various products. They will take the 


- place of the general restriction, introduced at the beginning of 


this month, which sets a ceiling of 90,000 tons a month on 
consumption of new rubber, about 20,000 tons less than the 
record amounts that have been used in recent months. The 
government hopes, and its hopes are likely to be fulfilled, 
that most of the reduction will fall on the high-priced natural 
rubber rather than on the cheaper synthetic. main pur- 
pose . = restriction is to ensure that natural rubber is = 
over for the government stockpile buyers, who are apparently 
ready to take all that they can get. "The American attempt 
to make its rubber ends meet not therefore, for the 


present, mean any decline in the demand for natural rubber. 
although it is too soon to assess the long-term repercussions. 
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“THE WHOLESALER IS IN 
A STRONG POSITION T0 
INFLUENCE AND ASSIST 


the manufacturer by interpreting to him the 
needs of the market. By so doing he enables 
the manufacturer to plan his production on a 
steady basis thereby avoiding equally periods of 
slackness and intense pressure. It is not an easy 
task to interpret the needs of the market especially 
in the field of apparel where fashion plays a pre- 
dominant part, and even the experience of years 
may not always mean that the wholesaler backs a 
winner. But this is part of the service which he 
supplies not only to the manufacturer but also to 
his customer the retailer. Through him the re- 
tailer, and this includes the village shop in the 
most remote part of the country, is kept in touch 
with new designs and styles and is assured of a 
reasonable source of supply.” 
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THE WORLD OVERSEAS 





The French After Korea 


(From Our Paris 


RESS comment from Paris and the provinces suggests that 

Frenchmen finally understand the immediacy of the Soviet 
threat to the security of Germany, and thence to France. 
M. Pléven’s decision to hold back conscripts due for release 
in mid-October—the forerunner of a statutory extension of 
military service from a year to eighteen months—has met 
with virtually no opposition from the non-Communist 
press. Even such a newspaper as Franc Tireur, which has 
for long been bitterly antagonistic to the Indochinese war, 
has accepted a thorough rebuilding of French defences. At 
the same time, President Truman’s declarations and Ameri- 
can stubbornness in Korea have enormously raised the stock 
of the United States, which is now regarded as a real military 
power not just as a vast, vague industrial potential. The 
appointment of General Marshall has also been reassuring ; 
not least because some hope is at last offered that his presence 
will induce American senators to cease their hair-raising 
essays in amateur atomic strategy. Finally, the promise of 
increased Anglo-American forces on the continent has greatly 
decreased the fear of a resurgence of Germany. 


Now that the Foreign Ministers’ and North Atlantic 
Council conferences in New York will set in motion the 
military and economic organisation for Europe’s defence, 
France—which has already agreed to provide twenty 
divisions as a permanent peace-time contribution—will soon 
have its tasks allotted to it by some kind of joint war-produc- 
tion staff. Before this international board issues its directives 
it is scarcely possible to discuss French rearmament with 
any precision. Already, however, several psychological and 
economic factors are prominent. 


A Chance for Unity 


First, there is a danger that some of France’s partners 
—in particular the United States—may misapprehend 
French motives and possibilities. Publicists in Paris, who 
before Korea wished France neutral in a world war (and in 
so doing almost certainly voiced the feelings of millions of 
Frenchmen) have since come round to the belief that, after 
all, the Atlantic Alliance can defend Western Europe. The 


_ teason for this conversion is, however, simply the emergence 


of American military power. This phenomenon has for the 
present concentrated French opinion, but it would be pre- 
mature to hail the unity of France. For the fed up are 


still fed up and the Communists still Communists. 


What may be said is that for the first time since the 
resignation of General de Gaulle in 1946, the government of 
France has a real opening, a real chance, of unifying the 
country. Its task remains about as difficult as that of any 
government could be. For there is a great gulf between what 
a French government knows to be essential and the admini- 
strative possibilities. But the great thing is that fear of the 
barbarian beyond the Elbe and the hope offered by the 
United States that the barbarian may be warded off are 
spreading together throughout the population ; feelings that 
have projected the twenty divisions without summoning up 
a serious challenge to the project’s feasibility. Furthermore 
it seems that deep down the French would like to have an 
army for its own sake. They are after all a military nation. 

France is a very old country which got down to brass 
tacks a long time ago. The Parisian shop-keeper doesn’t 


Correspondent) 


believe in democracy’s golden future ; the Cherbourg docker 
isn’t interested in moral rearmament and the Auvergnat 
farmer cares little about Scientific Trumanism and Point 4. 
Ten years hence an idealistic youth, attached to these large 
Anglo-Saxon notions, may be having its full say in French 
affairs. In the meantime, the efficacy of the twenty divisions 
will depend on the personality and invention of France’s 
military leaders. Under General de Lattre de Tassigny 
much has already been done. Is it too much to hope that 
General de Gaulle will associate himself with the new army 
in some practical manner ? A defence programme without 
him would lack drive and prestige and (who knows ?) some- 
body to poke fun at. 


Paying for Rearmament 

It is the argument of French Socialist-humanists that 
France’s standard of living is too low to be worth defending, 
that social justice is the pre-requisite of a rearmament pro- 
gramme. This seems both true and untrue: untrue because 
nations fight not for their standard of living but for sheer 
survival ; true, because economic injustice directs the 
animosity which should flow outwards towards the enemy, 
inwards towards \the fellow citizen. Franc Tireur, for 
instance, demands “‘ profound and rapid reforms of structure 
such as those accomplished by Labour Britain.” Such 
reforms can, however, only be effected by a majority party— 
an impossibility in contemporary France. But much could 
be done to remedy poverty and banish frivolous riches if 
the fiscal system were overhauled. M. Maurice Duverger, 
a young professor from Bordeaux who contributes frequently 
to Le Monde, has drawn attention to the government’s 
dilemma in the matter of the financing of rearmament. As 
to the part which France itself must finance, the government 
can do two things: first, economise its civil investment, 
which would mean a cut in housing, unless (as is most 
improbable) sufficient “inessential” lines of production 
could be converted. But this course is scarcely conceivable 
in view of the unbearable shortage of houses in France today 
(the main housing effort is still in the war-shattered towns). 
Or second, the government could have recourse to extra 
taxation. But, as usual, farmers, tradesmen, industrialists 
and the liberal professions will find no difficulty in tax- 
evasion: the brunt will consequently fall, as usual, on the 
fixed income class. This fiscal fraud, since it robs the 
government of its revenue, must evoke an increase in indirect 
taxation ; so that once again the poor will be depressed in 
relation to the rich. Such a development, concludes M. 
Duverger, would so stimulate Communism as to render 


“rearmament impossible without police repression. There- 


fore the only way to have rearmament without Fascism !s 
to adopt a genuine policy of redistributing wealth by taxation. 
The sole other alternative for the government is to employ 
inflationary measures ; these would likewise obliterate the 
purchasing power of the wage-camners. 


It is hard to deny the force of this M. Pléven, 


in his speech at his constituency, St Brieuc, has promised 
the most energetic action against inflation: by customs 
icy, taxation and restriction of credit. The International 
tary Fund, at its Paris meeting, has also recommended 

that both governments and persons should restrict their 
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investment to “essential purposes.” It is to be hoped at 
least that the building programme under private enterprise 
will not be retarded by credit restrictions. For it is already 
a high-cost industry on account of the lack of skilled labour 
and should rather benefit from a special credit regime. 
Another highly welcome line of policy proclaimed by the 
Prime Minister is the abolition of the famous nationalised 
railways deficit. As budget follows budget, the poverty of 
the treasury is always in glaring contrast with the wealth 
of the merchants, the abundance of luxury goods and the 
proliferation of purchase-taxless automobiles. 


Such until now has been the ramshackle economy and 
centrifugal tendency of France, in essence a rich farming 
and vine-growing land of Catholic culture and military 
tradition with certain industrial interpolations. This is the 
society which is called to act as the continental pivot of an 
alliance dominated by Anglo-Saxon, Protestant powers 
possessing a far more intensive business and industrial 
civilisation and a far greater social cohesion. The next years 
will show whether, sustained by transatlantic supplies, 
France, the pre-industrial European land power, will once 
again unite and rise to defend its own frontiers. 


“ 


Marxist Shanghai—ll 


[BY A CORRESPONDENT RECENTLY IN CHINA] 


Tue foreigner’s glib assertion that Shanghai is not China 
overlooks one way in which Shanghai has for some decades 
been peculiarly and distinctively the focus of modern China. 
For over a hundred years the major port of entry for the 
west, for its goods and its ideas, Shanghai as a town has grown 
up without traditions, with little direction from its founders 
and builders, with a constantly increasing population of 
uprooted western-educated, upper-class Chinese, who, finding 
themselves without a pattern of living, made, what the west 
had made no attempt to supply, their own model. It was in 
Shanghai that the Chinese took what they needed and created 
their own superficial model. It could hardly, in such surround- 
ings, have been a very well founded model. The young 
Chinese wearing an American style suit, a garish tie, armed 
with a camera, a Parker 51, a refrigerator full of coca-cola 
and the degree of a minor American university may sound 
a caricature, but it is a fair approximation of t2e aspirations 
of Shanghai. It is not surprising that such a figure could be 
easily knocked down by anyone equipped with the simplest 
weapons of Marxist criticism. But the public which needs 
such a model will not be satisfied until a new one appears. 
If one dummy is removed another will replace it, and while 
new doctrines may absorb the seekers after a new faith, those 
whose intell standards are less vigorous and whose 
enthusiasms operate on the lower levels of fashion will be 
quick to anticipate the demands of the “ new look.” 

The expression kao f’ung is one of many which have 
Sprung from S i. The new dress introduced for 
government officials in the autumn of 1949 (following the 
Sun Yat-sen uniform of the Kuomintang) was quickly 
dubbed Lieh Ning chuang (Lenin dress), and it soon 
became fashionable wear outside the ranks of officialdom or 
the party. So much so indeed that one of the newspapers 
saw fit to issue a warning. There was no objection, they 
assured their readers, to the wearing of this costume, but it 
Was important to realise what it stood for. It should not 
Properly be worn by those who were kao f’ung. Was the 
heart pure and the mind cleansed that lay beneath the 
uniform? 

_ Fur coats and permanent waves were dismissed by the 
Tigorous fashions of Peking (to the consternation of unliber- 
ated Shanghai) until the authorities announced there had 
been no such edict (though the modern party worker would 
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be unlikely to indulge in either). The subtle operation of 
this process may have its benefits and its dangers. One 
cannot but applaud the stirrings of social conscience in 
the running of children’s nurseries and other social services 
by women who might otherwise be spending hours at the 
mah jong table, even if one suspects that fashion rather than 
Marxist teaching has dictated the change, but one must 
deplore, on the other hand, the earnest toeing of the party 
line—plus royaliste que le roi at times—by newspapers whose 
traditions need not have been so wholeheartedly jettisoned in 
the desire to do the right thing long before they had been told 
what they should do. Such enthusiasms may crush freedoms 
which are not easily restored once a precedent has been set. 

The “ mighty friendship ” with the Soviet Union is aided 
by the rivulets of fashion. One might almost hazard, on the 
part of the Chinese, a desire to pick out from among their 
imperialist despoilers some one power to play the role of ex- 
great-Uncle, as it were. The Americans were in some sense 
so regarded in the years of the war and immediately after ; 
has the Soviet Union now replaced them ? There is a story 
of a railway engineer ordered to make a technical change 
which had been advised by Soviet experts. “ You see,” he 
said, “before it was the Americans. Exerything they said 
was right. Now it is the Russians. But I—do you realise, 
I have been making this recommendation for twenty years. 
Has anyone ever listened to me ? No! We Chinese seem to 
have got the idea that only foreigners know anything about 
technical matters.” Which is the stronger, the influence of 
fashion favouring the Russian or of nationalism which cer- 
tainly accepts the Communist claim that until their advent 
China had never been really free and independent ? One may 
expect that the broad basis of the new regime will effectively 
prevent the oligarchic tendencies of one party rule. It seems 
that China will follow its own road. 


Cousins in Europe 


But while the Communist victories were being won the 
world situation had been changing. The Middle Kingdom, 
alone, self-sufficient and majestic for so many centuries, 
shattered by western assaults in the 19th century, now finds 
itself embraced in the arms of a new family. In the streets 
of Shanghai the Chinese may see much to demarcate 
the frontiers in which he is now enclosed. The Cominform 
journal from Bucharest, the New Times from Moscow (both 
in English) proclaim him part of a brotherhood which 
stretches solidly westward as far as Prague. If at times he 
finds it hard to believe in his new found cousins in Bulgaria, 
Roumania or Poland who now fill so much space in his news- 


papers, it looks very well on the map and one can well imagine - 


that the Chinese feel some sense of belonging, some grati- 
tude even in having their minds made up for them. Not 
politically minded by nature, they have become internation- 
ally minded by force of circumstance. After the sorry chaos 
of the post-war years it has not been difficult for the 
Communists to point to the United States as the God that 
failed. 

But what, one might ask, of the background? Where was 
the economic and political revolution which could change 
man? The English observer, fresh from wartime controls 
and the first pressing statutes of a Labour government, sit- 
ting in a restaurant reading of the food shortages which were 
affecting millions in northern Kiangsu, might be struck by the 
contrast of a bill of fare of over two hundred dishes at his 
command. Further reflection answered, of course, that in a 
country so poorly served with communications control of 
food and raw materials would be extremely difficult. New 
buildings ? After a year of occupation there were none ; nor 
industries nationalised (but inducements for the capitalist) 
nor even concentration on material benefits which promised 
a future paradise for the proletariat. 

Communist policy seemed to be divided over this unwieldy 
metropolis. In the economic pattern of the new China it was 
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expendable, suggested one school of thought. Peking would 
become the revised government and intellectual centre, the 
north and north-east (Manchuria) the industrial centres ; 
Shanghai was an unhappy problem contaminated with 
decades of soulless capitalism—so it seemed to be argued. 
But if Shanghai would not fit easily into the new China, 
some attempt was made to bring China to Shanghai. A large 
agricultural show was mounted on the racecourse. Not the 
least interesting section had maps and diagrams of areas 
affected by flood, pest and resultant poor harvests. There was 
an interesting selection of peasant industries, of farming 
implements and a row of munching cows (a fine advertise- 
ment for British livestock). Much has been made of an 
attempt to move Shanghai’s industry to inland centres. It is 
hardly likely to have much effect until power supplies and 
communications are more favourable. Nevertheless, if the 
curtain on the window to the west has been drawn, a closer 
relation between Shanghai and the countryside can only be 
for the good. 


Will businessmen’s opposition harden while the enthu- 
siasms of the students, intellectuals and salaried workers fade, 
or will economic rehabilitation come soon enough to turn 
resentment into acceptance in the former case, while the 
religious needs (and they are no less) of the latter continue to 
find satisfaction in the doctrines of the New Democracy ? It 
would be hard to point to any political opposition in the 
one, while the evident desire on the part of some Christian 
leaders to fuse their faith with the new teachings is a signi- 
ficant symptom in the other. One impression certainly 
remains to the observer of political change. The Liberation 
army has many of the characteristics of the Salvation Army, 
and in China today there are no competitors in the field of 
salvation. 


Trade Between Two 
_Germanies 


ANOTHER attempt is now being made by the Federal 
German Government to conclude a satisfactory trade 
agreement with the East German Republic. The present 
agreement, which expired at the end of June, has been 
extended to October. The course of interzonal trade has 
been increasingly difficult, as the two sections of Germany 
have become more and more foreign to one another. One 


has to imagine a situation in which Britain was divided into’ 


two—a Communist state, virtually annexed to Russia, south 
of the river Thames (except for a democratic enclave in 
west London) and north of the Thames a laisser-faire state 
under the supervision and influence of America. In this 
Britain the southern branches of Imperial Chemicals and 
other big concerns would be Russian limited liability com- 
panies, channelling their purchases, output and/or foreign 
exchange direct to headquarters in Moscow. The pound 
would be worth only a quarter as much as it was north of 
the Thames, but wages would be pegged at about the same 
normal level. The southern companies, operating tu a strict 


plan under state or Russian ownership, would be able to. 
manipulate their prices according to central policy and dump. 
in the north to the confusion of local manufacturers, many. 
of whom would be refugees from the Soviet south. A 
northern movement for protection against the south would 


arise. While the Governments vainly tried to operate a 
balanced clearing arrangement, the Thames frontier would 


be in fact wide open to illicit trading, and the enclave west 


of Piccadilly Circus would offer an easy channel for evading 
attempts to prevent goods of military importance from find- 
ing their way to the Russian area. Each “country” would 
—_ up industries in order to become independent of the 
other. 
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In Germany, where the situation is still more complicated 
than this sketch implies, the official interzonal trade agree- 
ment of October, 1949, has proved a failure. Only about 
half the estimated volume of trade has been registered 
Officially trade came almost to a standstill when the embargo 
on exports of western steel was imposed last February. The 
embargo, now lifted, came into force ostensibly because the 
Soviet German side was lagging in its deliveries. It was 
however, also due to objections from the Allied High Com. 
mission to the fact that the Russian zone was buying very 
little else but steel, and sold little else but consumer goods, 
This disparity is now to be eliminated. As a start, Ruhr 
hard coal is again to be exchanged for Soviet zone soft coal 
briquettes. 


Steel to the Soviet Zone 


Large quantities of steel have gone to the Soviet zone in 
barter deals outside the trade agreement. The Americans 
estimate that $3 million worth of steel has been smuggled 
over the frontier in the last six months. On the other hand, 
the Communist authorities are also concerned at the 
smuggling of precious raw materials—notably non-ferrous 
metals—to the west. Berlin forms an ideal centre for such 
illicit exchanges, and the zonal frontier itself is not policed 
by zealous officers. The Bonn department, staffed by inex- 
perienced officials, has proved very lax in licensing the 
export of prohibited goods to Communist countries. Super- 
vision of trade with eastern Germany is naturally even slacker. 


The Soviet German Ministers are using every means in 
their power to increase controlled trade with the western 
Germans. Their motive is even more political than 
economic. The eastern zone indeed needs western products 
for the heavy industry which it is feverishly building up. 
On the other hand, Herr Ulbricht counts upon ‘he lure of 
markets to win over western German businessmen for the 
Communists’ National Front. He recently urged western 
German industrialists and traders to ignore the Bonn regula- 
tions, to insist that officials with American sympathies are 
removed from trade departments, and to prohibit the import 
of goods which can be produced in Germany. 


Channel to Asia 


At the same time the Soviet German Ministers are linking 
interzonal trade with opportunities for expanding markets 
in the whole Soviet area. They claim that western German 
trade with the Peoples’ Democracies, the Soviet Union, and 
China will in future have to be channelled through them, 
and threaten that offers they hold from these quarters cannot 
long remain open. If this effort were to succeed, the position 
of the Soviet German Government would be greatly 
strengthened. So far, however, trade between Bonn and 
the Soviet sphere has proceeded on the basis of direct 
bilateral agreements, and there is no trade with China. 


At the beginning of this year, the Ruhr was extremely 
anxious to secure orders from the eastern Germans. This 
Situation has, however, changed as American rearmament 
has filled German order books to overflowing. At the same 
time, unemployment has fallen by 600,000 since the winter, 
and thus weakened another potent Soviet German argument. 
For this reason, the western negotiators who are now starting 
work are on firmer ground than they were. They may this 
time be able to secure consideration for the economy of 
western Berlin, and a more balanced exchange from their 
Communist opposite numbers. Both parties hope that the 
total exchange under the new agreement may reach one 
billion marks in the year—a e which, according to 


eastern German estimates, is still only one quarter of the 
volume of business done between east and west in the old 
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EXPERIENCED TRAVELLERS FLY BRITISH 


It is significant that most people in this country who travel by air 
prefer to fly British. A natural pride in a British concern is of 
course one reason. But airways cannot depend on patriotism alone. 
The more definite reasons that have impressed themselves on 
experienced travellers are the comprehensive schedules on routes all 
over the world, the all-round efficiency, the courtesy, the thoroughness 
—and, perhaps above all, that sense of complete confidence 
that is felt by everyone in the presence of British Airmanship. 
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Yes, he’s late again. Late to leave the office. Late to get 
home. Late to realize that yesterday’s business machines 
and methods cannot keep pace with the tempo of today’s 
business. 

The irony is—that the answer to his problems is no 
farther away than the telephone on his desk. Some day, 
instead of calling his wife to say he won’t be there for 
dinner, he'll pick up that phone 
and call Burroughs. 


Together, he and the 
Burroughs representative will 
make plans to put the “book- 
keeping” of business on a production basis, to apeion 
promptly the day-to-day figures he must have to make 
the right decisions. Modern, time-saving Burroughs 
machines will replace time-wasting relics of another day. 
New methods and procedures, based on Burroughs ex- 
perience with British business leaders, will be applied. 
In short, the office will be mechanized to get work done 
on time, at less cost, with less effort. 


If this puts a @ in your bonnet, reach for the phone 


book and look up Burroughs Adding Machine Ltd. 
(in London, REGent 7061). 






Wherever there’s business there’s 


Burroughs © 


BURROUGHS ADDING MACHINE LTD. 
Heed Office: Avon House, 356/366 Oxford Street, London, W.1 
Factories: Nottingham (England), Strathieven (Scotland) 


ADDING - CALCULATING : ACCOUNTING - STATISTICAL MACHINES 
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We've solved some problems in our time $ 


In 1927—a Power Station problem. Generators driven 
by turbines. Turbines dependent on vacuum produced 
by condensers. Condensers supplied with river water by 
pumps. Pumps driven by electric motors. And to join 
the ends of this chain of interdependencies—the motors 
driven by current from the generators. That ‘circle once 
broken by stoppage from any cause, the motors had to 


find power from elsewhere or the turbines could not be 
re-started. 


@ Obvious answer—a stand-by battery. But batteries 
idle for long periods are apt to prove work-shy when 
most needed. We worked out a new system of charg- 
ing—the continuous feeding of a battery with exactly 
that fraction of charge which otherwise it must daily lose 
through standing unused. We called it trickle-charging. 

@ We started something, there. Trickle-charging is 
universal, now, for stand-by batteries. Our own Keepa- 


lite automatic emergency lighting system, using trickle- 





charged batteries, is in use all over the world. 


@ And the Chloride battery that began it? Disman- 
tled at last after 22 years. Was it worn out? Far from it. 
Good for many years more service. But the building in 
which it stood has just been demolished. They’re build- 


ing a new Power Station. 
@ Our battery research and development organisation, the 
largest & best equipped in the country—if not in the world—is 


always at industry’s service, ready at any time to tackle another 
problem. 
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THE BUSINESS WORLD 





Will the Steel Act Work? 


HE Government would have done better to defer 

action on the Iron and. Steel. Act, and better still 
to have compromised on the solution that Mr Eden put 
forward in Tuesday’s debate. It has refused to do either. 
The members of the Iron and Steel Corporation are to 
be appointed on October 2nd (the first permissible day 
under the Act, October 1st, being a Sunday) and are 
then to be consulted about the earliest convenient 
vesting day. The Government’s commitment is by now 
irrevocable, and since the considerations of political 
expediency or economic wisdom that might have urged 
delay have already been thrown to the winds, it is 
necessary to assume that the vesting date chosen will 
be very early in the New Year. 


Clearly the Corporation will not by that time be 
sufficiently organised to take on the active direction and 
control of the iron and steel industry. It may, however, 
confine its function in the opening stage to accepting 
the transfer of title in the shares of the 92 companies 
that are listed, after the latest deletions, in the third 
schedule to the Act. The Treasury has enough 
experience by now to have mastered the mechanics of 
such fhass transfers of title, and the corporation should 
not find its share of the operation too exacting. Its 
troubles will start thereafter. 


What are the tasks that will confront the new cor- 
poration ? The Act endows it with certain powers, 
some of which it need not exercise until events oblige 
it to do so. The power “ to hold such interests in com- 
panies as vest in them under Part II of this Act” is 
clearly as much an obligation as a power, and once 
vesting day arrives the corporation cannot postpone the 
assumption of it. It is, however, an obligation that can 
be discharged in an active or a passive manner. Thus 
the corporation is further empowered “to exercise all 
rights conferred by the holding of interests in com- 
panies,” and such rights no doubt include the right to 
dismiss directors and appoint new men. 


A corporation confident of its authority and having 
a policy of dynamic change to press on the industry 
might conceivably begin to use this power to make its 
will effective. But if there is, instead, a corporation 
somewhat less than self-confident and in the dark 
about the industrial p that it ought to pursue, 
it may very well leave the managements of the companies 
alone for the time being. Similarly, the corpora- 
tion will have power to form new companies to carry 
on any of the activities listed in the Act, or indeed any 
of the countless activities that any of the publicly-owned 
companies is “‘ authorised” to carry on. But to attempt 
this in the opening phase of the corporation’s life will 
be to bite off more than its infant teeth can chew; it 
is fair to suppose that such adventures will ‘have to wait. 
Of more proximate application may be the clause that 
€mpowers the corporation to conduct research and to 
Provide common services for the companies under its 


control. It is true that those companies already have 
perfectly good common services provided for them by 
the Iron and Steel Federation and the Iron and Steel 
Research Association. But these bodies include in their 
membership many firms that are not to be taken over, 
and indeed the number of their member firms left out 
of the Act is far greater than the number that fall within 
it. Presumably the corporation will have to produce a 
policy on this matter at an early stage, and it.is fair also 
to suppose that in the attempt to disentangle the common 
services of the publicly-owned sector from those of the 
privately-owned sector, some of the services are likely 
to be damaged and others are likely to be duplicated 
needlessly. 


* 


Urgent as these, questions will be, to consider them 
in detail now would probably be to look too far ahead. 
When the corporation exercises its initial right and 
assumes title to the shares of the companies, it will assume 
financial obligations at the same time ; the shareholders 
in the companies will receive as compensation Treasury- 
guaranteed Iron and Steel Stock, and their title to this 
stock commences on vesting day. When the Bill was 
first published the number of companies affected was 
107, their issued capital was estimated at about {195 
million, and the amount of stock required to compensate 
them was put at about £300 million. These figures 
have been changed by the deletion of 15 companies from 
the schedule and the hiving-off of parts of others, but 
they were in any case approximate figures, and the final 
scale of the operation can hardly be exactly known until 
it has taken place. All that need be said now is that 
the basis on which compensation is to be computed 1s 
still unjust and iniquitous, and that the effects of share- 
holders seeking to escape into new industrial holdings 
from their approaching status of involuntary gilt-edged 
holders have already become perceptible in the market. 


Beyond the power to pay off dispossessed shareholders 
with Treasury-guaranteed stock, the corporation will 
have other recourses open to it for raising money. It 
will be able to raise money by overdrafts or loans and 
to permit its operating companies to do the same. It 
will have power to float further Iron and Stee! Stock, 
which may or may not be Treasury-guaranteed. The 
extent of all this borrowing together is restricted to 
£350 million. But the corporation can draw on the 
profits of its companies to build up a reserve for purposes 
which “include the checking of undue fluctuation in 
the prices of products . . . and the financing of works 
the cost of which is properly chargeable to capital.” 
Money could also be raised at need by selling off assets, 
or indeed whole companies, on the Minister’s direction ; 
and the assets which it is about to acquire are so 
miscellaneous, and extend in many cases so far beyond 
the confines of iron and steel making, that some such 
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sales may not seem out of the question. It cannot yet 
be a settled public policy that the state should enter 
into competitive trading in all the trades into which the 
individual scheduled companies have at one time or 
another been drawn. 


Indeed, it will be well for the members of the new 
corporation to bear in mind in their initial operations 
that the nationalisation of iron and steel is still not a 
settled public policy at all. It is to be this winter's 
adventure, but that is another thing. Mr Churchill 
reiterated on Tuesday the Opposition’s pledge to repeal 
the Act “if we should obtain the responsibility and 
the power in any future which it is possible to foresee,” 
before or after the vesting date. With the parties balanced 
as they are today, this is not an idle pledge. It could 
involve the recall of Iron and Steel Stock and the 
return to shareholders of the title in their shares— 
reasonably simple operation, provided that the time 
elapsed was not long enough for the identity of share- 
holders to have become changed and confused, and pro- 
vided also that the corporation had not been active in 
the interim in reshuffling the assets of its companies. 
The more actively the corporation imposes its will on 
the companies, the more difficult and complex will the 
disentangling process become. But if it behaves only 
as a passive holding company, it is possible that the 
identity of the companies may remain for some time 
substantially R 

The corporation has from the first been conceived 
by its authors as a holding company in charge of a 
decentralised system of undertakings ; and one clause 
in the Act enjoins the pursuit of decentralisation on the 
corporation as one of its general duties. The Act (unlike 
the Coal Industry Nationalisation Act) does not auto- 
matically throw the company structure of the industry 
into the melting-pot. But experience has shown that 
decentralising intentions are more easily stated in 
Parliament than pursued in action. The Minister of 
Supply, in a last effort to explain why the Act was neces- 
‘sary at all, restated on Tuesday the expansionist Labour 
view of iron and steel. Thus, the steel industry in the 
last war was “ inadequate to meet our needs.” National- 
isation was “essential in peace-time to maintain full 
employment, and in war-time to provide adequate 
defence for our country.” In short, Mr Strauss implied 
plainly that the industry will be blown up bigger under 
State ownership than would have been likely to happen 
under private ownership. 


® 


One of the obligations laid upon the corporation is 
to act in accordance with a general programme of re- 
organisation and development laid down with the 
Minister’s approval. Thus, an ambitious Ministerial 
programme would oblige the corporation to act in an 
ambitious manner, and to impose its wishes on the com- 
panies ; and at this point the principle of decentralisation 
might suffer. Further, the corporation is obliged to 
use its powers in pursuit of a production policy and a 
price policy to be determined by itself 

. . . to promote the efficient and economical supply of the 

products . . . and to secure that those products are available 

in such quantities, and are of such types, qualities and sizes, 
and are available at such prices, as may seem to the Corpora- 
tion best calculated to satisfy the reasonable demands of the 


persons who use those products for manufacturing purposes 
and to further the public interest in all respects. 
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This outline of what the corporation’s powers and 
duties are likely to involve needs to be borne in mind 
in considering whether the men whom the Government 
has selected are likely to prove a match for their job, 
No doubt these are worthy and respectable men, fit 
perhaps for the formal assumption of power and accept- 
ance of title in the iron and steel undertakings ; if they 
are not, it will not be for lack of accountants among their 
number. The question is whether they are suitable 
men to go beyond the formal transfer, to evolve and 
apply the production policy and the price policy that 
the Act requires them to have, and to press on with 
the great schemes of development which the Minister 
of Supply declares to be urgent. The Act has some- 
thing to say on the type of men who ought to be 
appointed, though as in so many passages it indicates 
an intention without committing itself to watertight 
language : — 

The chairman and all other members shall be appointed 
by the Minister from amongst persons appearing to him to 
be persons who have had wide experience of, and shown 
capacity in the production of iron ore or iron and steel, 
industrial or finaneial matters, administration and the 
organisation of workers. 


. How happy is this formula, how fortunate the words 


“appearing to him”! At least they leave the Minister 
able, in law, to appoint whom. he pleases—or whom he 
can get. He may have succeeded in getting men of 
experience and capacity, though even that remains to 
be demonstrated ; but the men who have acquired their 
experience and shown their capacity in the production 
of iron and steel are not to be induced to take part so 
long as the prevailing political uncertainty makes the 
future of their industry uncertain. Mr Strauss has had 
bad luck in that one of his selections has already with- 
drawn because “the intense political controversy 
surrounding the setting up of the corporation has created 
an atmosphere in which I could not usefully serve.” 
Mr Maclean’s explanation might be easier to understand 
if more were known of the manner and the timing of 


. the Government’s approach to him. On the face of the 


matter, a man of wide experience and proven capacity 
might have been expected to foresee that something 
of a breeze would blow up. Mr Maclean seems hardly 
to have shown that talent for perceiving the obvious 


that ought to be the standard equipment for members 
of public boards. 


The remaining members, taken together, make a body 
of men of no particular eminence who might be expected 
to do tolerably well in steering an established concern 


of moderate dimensions on a not too difficult course. - 


None of the appointments is distinguished, none places 
any great practical knowledge of iron and steel at the 
corporation’s disposal, and neither the chairman nor the 
trade union member is a tactful choice. All in all, the 
Government has had as much difficulty since the general 
election as it would have had before it in scraping 
together a team that could be presented to Parliament 
with a straight face. 


_It is beside the point to blame this fact (as Mr Strauss 
did) on the present leaders of the steel industry becaus¢ 
they refused to help. The Government itself precip! 
tated the position has now been reached, knowing 


that it would be an unsettled position in which the leaders 
of the industry would feel obliged to stand aside. So 
long as the Government’s life is uncertain and the 
eventual fate of the industry indeterminate, it is by "9 
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means clear how they can properly take up any other 
_qtitude. There is no question of their having, by 
withholding their advice, forfeited any “ right” as Mr 
Strauss suggested. It was part of the Government’s 
responsibility to create the conditions in which their 
advice could decently be asked and given, and this should 
have been a preliminary to putting the Act into effect, 
pot an afterthought. 

If the Labour party’s assumptions about natiorialisa- 
tion are for a moment granted, then it is clear that one 
condition of success in what the Government is trying 
w do is a strong board, acquainted with its work, 
respected and, as far as possible, untouched by contro- 
versy. Another condition is that the board should have 
the co-operation and confidence of responsible men in 
the industry. The corporation, weak as it is, will not 
be without strong cards to play if it survives the next 
few months. Its strongest card will be the life-long 


Transport 


I? is impossible to work up any great excitement about 
the second annual report of the British Transport 
Commission for 1949. It apepars even later in the year 
than the 1948 report, though that may not be entirely 
blamed on the Commission. Its plums, such as they are, 
have already been presented in evidence in the two cases 
for increased freight charges and increased London fares 
submitted to the Transport Tribunal. There are plenty 
of prosaic facts and figures galore for those who care 
to delve into the rather ancient history of 1949. But 
these tell only part of the story of the serious fix in 
which nationalised inland transport now finds itself. 
The deficit of £20.8 million for 1949 was accurately 
estimated and published before Christmas last year ; 
together with the loss from 1948, this made an accumu- 
lated deficit of £254 million at the end of 1949; an 
authoritative estimate of a deficit of £15 million for 
1950 means that by the end of this year, the Commis- 
sion will be saddled with accumulated losses of no less 
than £40 million. 


If there was any evidence that this was a passing 
phase of misfortune, with a fair prospect of recovery and 
recoupment, even these burdens might not seem too 
tragic. But one looks in vain for any sign of improve- 
ment. Prices continue to rise against the Commission ; 
petrol, tyres and materials of every kind are dearer and 
are likely to be dearer still, There is the abiding pro- 
blem of maintaining peaceful labour relations and yet 
having not a penny to meet claims for higher wages. 
Traffics are disappointing, although economic activity 
generally is as high as it has ever been. Charges cannot 
be increased until the Transport Tribunal has been 
satisfied by detailed enquiry—a process that is an impor- 
tant safeguard for the public, though conceivably dis- 
agreeable to the officers who have to give account for the 
Commission and its Executives. Nor would it seem 
expedient to seek another emergency increase in charges 
so soon after the increase in freight rates last May ; the 

ission will have in future to submit “charges 
schemes ” designed not merely to fortify its revenue but 
to contribute towards that “properly integrated 
system of public inland transport” that the Transport 
Act requires it to provide, and the two aims may not be 
compatible in every case. 
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attachment of so many of the leaders of the steel industry 
to the enterprises which they operate, an attachment 
stronger in many of them than any political tie. This 
is not a card to be thrown away in any fit of Ministerial 
indignation. If, instead, it is played with skill and care, 
then it is fair to expect that the leading men in the iron 
and steel industry will—once the political uncertainty 


is settled—give what help they can. 
Mr Strauss pointed out on Tuesday that he had 


appointed only seven out of a possible eleven members of 


the corporation. Mr Maclean’s withdrawal leaves him 
with five vacancies instead of four. The corporation’s 
best policy would seem to be to make its duties as formal 
and restricted as possible until it becomes redundant 
or until the conditions are created in which men from 
the industry can join its ranks without loss of self- 


ae At best the corporation’s prospects are not 
right. 


in Trouble 


Thus the Commission is faced with a ‘nancial crisis 
of serious magnitude. To write off the accumulated de- 
ficit within a reasonable period—say six years at the 
outside—would require an annual net improvement on 
this year’s prospective result of no less than {£22 million. 
That may not sound very much for an organisation with 
gross receipts and working expenses each between {£450 


BRITISH TRANSPORT COMMISSION RESULTS 


























({ Million) 
‘Gross ~~ Working 
Receipts Expenses Net Receipts 
| 1948 1949 1948 1949 | 1948 1949 
i , —_ 
CarrYING ACTIVITIES 
Railways :— \ j 
Passenger and freight | 337-3 325-5 311-1 312-8 | 26-2 12-7 
Collection and delivery | 8-7 8-6 12-6 12-3 | Dr. 3-9 | Dr. 3-7 
Road Haulage* ....... 14-3 38-9 13-2 37-4 1-1 1-4 
Road Passenger Services | 32-5 35:8 28-3 31-6 4-2 4-3 
London Transport— 
SEP CCT TET Cer 42-8 42-2 38-5 39-3 4-3 2-9 
Brod cs s wenuheees 15-1 14-8 13-5 14-0 1-5 0-8 
Marine Services........ 10-3 ll-1 7-4 8-0 2-9 | 3-1 
SN a eee eer | 0-5 0-7 0-6 | O-8 | Dr.0-1 | Dr 0:1 
Totais , 461-6 | 477-6 425-2 | 456-2 | 36-4 21-4 
Tolls, hotels, advertising, other income, rents and interest ...... 88 | 9-9 
Total Net Revenue 45-2 | 31:3 
Central Administration .......ccccccccccccccccccccevecsscese 0-7 | 0-9 
Interest on Transport Stock... .ccccccecccccsccesascccccseses 42-3 | 43-9 
Freight Rebates Funds .......ccsccscecccccvccccecscesescece | 3-9 | 38 
RN ee, eit tenia duavechsaawsaduressumess | Dr.1-7 | 17-3 
Capital Redemption Provision ........cececeseseceueseceerees 2-5 2°6 
Initial Expenses and special items n€t.....ceceeeceeeeseeesees | 0-5 | 0-9 
eee es pone usoaparkbenn Dr. 4-7 |Dr 20-8 * 
i i 


* The two years are not strictly comparable, 





and £500 million ; a 2 per cent increase in receipts and 
a 3 per cent cut in expenditure would do the trick. But 
it is obvious that no such optimism is entertained. Nor 
even so would it leave the Commission with any surplus 
from which it. could maintain and fortify its existing 
capital assets. Indeed, the Commission’s capital problem 
is likely before long to match its revenue problem. In 
1949, the Commission’s liquid funds fell by more than 
£75 million to £160 million, and net current assets 
were reduced by nearly £90 million. Most of the items 
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responsible for last year’s drain of funds have still been 
operating in 1950—the need to finance the continuing 
deficit, new capital expenditure beyond the year’s pro- 
vision for depreciation, the o ing of arrears of 
maintenance and cash payments for road haulage under- 
takings acquired by the Commission. By any normal 
standard, many of them are inseparable from commer- 
cial success and financial soundness ; how, it may be 
asked, can traffic be attracted or operating costs reduced 
without considerable investment in improved and efh- 
cient railway facilities ? The one way to eventual com- 
mercial disaster would be to starve the Commission of 
resources that it could invest to good advantage, but 
when the report complains that its steel allocation was 
cut even in 1949, when steel was becoming adequate for 
the nation’s needs (save in some special categories), it 
seems clear that the railways are treated on a footing of 
less eligibility compared, say, with electricity. With 
official connivance, if not indeed under official pressure, 
they are steadily consuming their capital. 


* 


The report itself, however, could hardly be more dis- 
creet in its references to this topic and to other matters 
even more fundamental. Integration, for instance, gets 
a page and a half in the report ; a few minor improve- 
ments have been made, and general outlines have been 
- drawn up for the information of the unions, whose co- 
operation is obviously vital to success. But there is no 
discussion here of what the Commission conceives inte- 
gration to mean ; there are references to the building up 
of “the sense of a common purpose which is essential 
to a final solution ” and to experiments on familiar lines 
to handle traffic in what are, prima facie, the best ways. 
But even the simplest schemes of this sort involve pain- 
ful things for staff and customers, such as the displace- 
ment of branch railways by road services, or the routing 
of consignments according to the Commission’s ideas 
rather than the customer’s wish. It is quite impossible to 
expect that such schemes can be applied in the reason- 
ably near future or that, if they could be introduced, 
they would bring in the net revenue that the Commis- 
sion so urgently needs. For their full realisation, many 
years will be needed, with angelic co-opzration from the 
staff, complete understanding by the public, and 
repeated applications to the Transport Tribunal for 
sanction for charges schemes of growing complexity as 
each means of transport is brought in to form the co- 
ordinated whole. It is, perhaps even now, a little too soon 
to assume that integration was a meaningless word on 
which the Transport Act relied altogether too heavily ; 
but it was the one single idea in the Act that could have 
been held to justify the wholesale acquisition of the rail- 
ways, with their large units hard hit by road compet 
tion, and of road haulage with its large number of small 
operators who well knew what competition was but had 
no use for co-ordination. All that can be said is that the 
ambitious courage of those who drew up the Act has 
left the Commission with problems and responsibilities 
that will take years of work, and will leave fewer energies 
= meeting the present financial and commercial diffi- 

ties. 

Nor is it possible to find in the report any realistic 
discussion of the organisation of the Commission and its 
Executives. Two years may be too short a period finally 
to establish what is wrong with the existing form of orga- 
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nisation and to suggest reforms. But the Commissiog 
can hardly be so unaware as the report would leave the 
reader to suppose of deep-seated criticism and restive. 
ness in many strata of the transport hierarchy. Relations 
between the Commission and certain Executives are pot 
perfect ; that would not matter very much if confidence 
were being built up, but to the outside observer it seems 
very doubtful if two parties so conscious of their status 
as master and servant can work with effective smooth- 
ness. The Commission rests on the doctrine that it must 
Operate its various parts as one ing ; but its 
various parts are ves enormous trading corpora- 
tions and employers of labour, whose efficiency is likely 
to vary in inverse proportion to their conviction that daily 
oversight in detailed matters of commercial policy, staff 
questions, or financial administration constitutes the 
main activity of the Commission. No doubt over centra- 
lisation is not a criticism that can be levelled exclusively 
at the Commission (though the centralisation of so- 
called “ common services” such as commercial adver- 
tising, films, and law makes it easier to do so) ; the Rail- 
way Executive itself has many of the defects of remote- 
ness and tightly-held administration in its dealings with 
its regions. Some of these defects are inseparable from 
the mere bigness of the transport system, but it is diffi- 
cult to believe that all of them are unavoidable. 


x 


It is time, indeed, to admit the possibility that first 
thoughts on the transport organisation may have been 
wrong, and to see how they might be improved. The 
first improvement—hardly open to dispute, surely, at 
this stage—is to wind up the Hotels Executive and trans- 
fer its responsibilities to the railways, for its separation 
has involved an increase in overheads with no percep- 
tible gain in efficiency. The second question is whether 
any advantage has been gained, or is likely to be gained, 
from a separate Docks and Canals Executive, perform- 
ing functions that the former railway companies 
managed to perform with reasonable success and pro- 
bably greater economy in the ordinary course of their 
duties. Thirdly, it is necessary to examine how far 
efforts by the Executives to obtain improved results may 
be frustrated by attempts to ise their affairs from 
above. Is it sensible that the Commission should instruct 
the Railway Executive about the services it must provide 
or lay down in detail the content of its financial budget ? 
Fourthly, there is plenty of evidence that the strangle- 
hold on the railway regions from the centre = frus- 
tration and unwillingness to accept responsibility, even 
in cases where responsibility can be clearly defined. A 
purposeful degree of decentralisation seems to be the 
only hope for improvement here. 

There remains, finally, the most difficult problem of 
all—the nature of the Transport Commission itself. Few 
would recognise in the small, overburdened Commis- 
sion that high-powered deliberative body that was sup- 
posed to deal with transport policy. It has, indeed, dele- 
gated its i ities to the various ¢x¢cu- 
assumed many administrative 
might have been left with them) but 1s 
supervision in detail of the activities of the executives 
has left it the less free to do the urgently necessary 

inking about the real stuff of icy. On this, 


t transport : 
it can hardly be claimed that matters have ptogressed 
much further than the equivocal stage that the rail- 
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themselves had reached towards “ understand- 


ways 
ing” with the road haulage industry before the war. 


Integration is bound tw be a slow process, but it is diffi- 
cult to believe that it can be encouraged by close and 
detailed supervision of the activities of each executive. 
To suggest that the old system of part-time directors 
with general mamagers responsible to them had solid 
virtues may sound old-fashioned ; but it is worth con- 
sideration whether these virtues are not something of 
which the Commission stands in real need today. At 
present there are two if not three separate levels at which 
the functions of general or technical management are 
exercised—at the Commission, at the Executjves and in 
the regions. Is it surprising that confusion, duplication, 
divided responsibility, and complaints of “ insubordina- 
tion” and “ interference ” are the result ? 


These comments, no doubt, will cause pain if not 
resentment. Let it be said, therefore, that if they are 
frank they are intended to prompt the re-examination 
of ideas from which much was hoped in 1947, but which 
can hardly be said to have succeeded so far in practice. 
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Anyone who claims to have a solution of the transport 


problem in his pocket is either dishonest or a fool. ~ 


Britain is no different from most countries in having a 
railway system that is economically too big for its needs 
but which cannot, on that account alone, be greatly con- 
tracted. The Commission rightly refuses to admit that 
subsidies are any satisfactory solution, and proposals 
such as those of the Federation of British Industries that 
the cost of unremunerative strategic lines should be 
transferred from the transport user to the defence votes 
whatever their merits in principle are not very relevant 
at a time when the transport system as a whole is losing 
so much money. The present aim of the Com- 
mission is to force the ill-fitting pieces of the 
transport jigsaw into a consistent pattern. It may 
be possible, given time and the utmost patience and 
good will on the part of transport workers and transport 
users. But time is rapidly eating into the Commission’s 
financial vitals, and before another year is out it may 
well have to be asked whether the grarei conception of 
integrated transport that informed the 1947 Act is pos- 
sible of achievement. 


Business Notes 


Switching from Rails 


This week’s general advance in the markets is not quite 
so perplexing as it might seem; its causes are complex and 
a few of them are perhaps even contradictory, but there is 
no reason to doubt the substantial accuracy of the investors’ 
judgment in their higher bids for industrials, mining shares 
and even gilt-edged. No immediate election and the radical 
improvement in the Korean fighting were enough in them- 
selves to put the funds better, at least for a time. As for 
equities, the doubts that have been present ever since rearma- 
ment was announced are still there—the effect of the defence 
Programmes on the earnings prospect of particular under- 
takings and the fiscal uncertainties that are nowadays 
subsumed under ministerial assurances to their supporters 
of “a fair spreading of the burden.” But these questions 
have been put aside this week, and the conviction that a 
further inflationary phase is in prospect has held sway. 


These factors might have cancelled each other out—as 
they have often done in recent weeks and seemed again 
to do on Thursday—but for the confirming vote for the 
due process of the law to nationalise the steel industry. 
This provided an immediate signal for holders te switch 
out of steel shares into other industrials ; simultaneously 
institutional investors were able to repeat the process, 
familiarised in earlier nationalisation schemes, of picking up 
steel shares as oe options “on the cheap,” after of 
course full allowance for stamp duty and commission. Steel 


Shares have thus fallen to a significant discount on their | 


take-over prices, and a temporary wave of reinvestment busi- 
ness has flowed into other sectors of the industrial market, 
raising the Financial Times industrial share index from 115-9 
to 117.7 in two days. 

None of these movements could be described as unreason- 
able, and there was a basis of good sense equally in the 
speculative bidding for Ja and German bonds. As for 
the improvement in Kaffirs, the new freedom for switching 
Operations has played a part if not a major one. There 
has been substantial buying of South African stocks 
on Swiss account, but these orders seem to have come 
almost exclusively from one Swiss banking house whose 
clientele has always been interested in the South African 
market. French holders of sterling securities have been 
tather apathetic, in view of the protests against the old 


regulations that used to be heard from across the Channel, 
and New York seems to be too busy with its own boom 
to spare much time for the London market. 


* x x 


Commonwealth Economic Policy 


The Finance Ministers and other financial authorities 
of the Commonwealth have been meeting in London this 
week, as they usually do once a year when they are called 
together by the meetings of the International Monetary 
Fund and the International Bank. This week’s meetings, 
which have been held under the alternate chairmanship of 
Mr Wilson and Mr Gaitskell have had before them a crowded 
agenda. The Commonwealth representatives have surveyed 
the broad scene of the sterling area’s baiance of payments 
with the dollar world, a scene that has changed out of all 
recognition since the devaluation crisis of a year ago and 
since the severe cuts in dollar imports decided upon at that 
time. The effects of devaluation, and now of rearmament, 
have created a new situation which may allow the present 
Commonwealth policy of discriminating against dollar 
imports to be more leniently applied. There is good ground 
for arguing that the price mechanism may now be expected 
to achieve without discrimination what the conscious cuts in 
dollar imports were intended to achieve a year ago. A second 
subject that has been discussed is the advance made by 
Great Britain towards economic integration with Europe 
in the past year. Britain’s membership of the European 
Payments Union and the consequent abolition of discrimina- 
tion in commercial policy between the members of the Union 
has set some delicate problems for the Commonwealth. The 
principle of non-discrimination applies not only to trade 
between Britain and the other member countries but also 
to Europe’s trade with the Colonies and dependent territories. 
This means that the Dominions may now sometimes receive 
less favourable treatment in their trade with Europe than 
neighbouring territories in the Commonwealth. 


It is but a short step from these considerations to the 
complex problem of the tariff discussions that are tc begin 
in Torquay next week. The Commonwealth teams that will 
attend that conference have been arriving in this country and, 
although the Torquay prospects have not been dealt with in 
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the meetings of finance ministers, some of the delegates and 
experts concerned have been meeting in London to exchange 
views and to decide, if possible, on a common line to be 
adopted. They have also been able to give one another some 
indication of the tariff and preference items on which they 
will be prepared to bargain with other countries, especially 
with the United States. Next week the Commonwealth dis- 
cussions will turn to the problems of economic development 
in south and south-east Asia. The work begun at the 
Colombo and Sydney conferences will then be taken a step 
further. Seldom have the affairs of the Commonwealth held 
so much of the attention of Government departments in 
London. 


* * x 


Machine Tools and Russian Trade 


After all the excitement that the matter aroused, it 
appears that there is little real difference between the Govern- 
ment and the Opposition attitudes on the subject of exports 
to Russia. The Government is preparing somewhat more 
comprehensive lists of machinery the export of which is to 
be controlled, and some of the machine tools over which the 
controversy arose fall within the new list as it is at present 
drafted. Further, the President of the Board of Trade 
announced in the Commons on Monday, a new procedure by 
which the machine tools now being made to eastern European 
orders, are to be examined to see whether they are needed for 
the British defence programme; and particulars are to be 
circulated to the north Atlantic treaty powers and the Com- 
monwealth countries, who may also put in their bids. As Mr 
Wilson hinted, this process may be lengthy and until it has 
been gone through the machines will not go to the eastern 
European customers, who are (principally) Poland and Russia. 

These assurances seem likely to satisfy Mr Lyttelton, who 
in putting the Opposition’s case asked a series of direct and 
specific questions about particular large machine tools. He 
was concerned with large vertical boring machines and boring 
mills, heavy planing machines, and very large centre lathes ; 
some of these, he claimed, were urgently needed for defence 
work in Britain, and the others were so likely to be used for 
armament manufacture that their export to eastern Europe 
ought to be stopped. Mr Lyttelton’s information was clearly 
good. Before the debate ended Mr Freeman, Parliamentary 
Secretary to the Ministry of Supply, answered that some of 
the vertical borers being built by Craven Brothers would be 
requisitioned for the Ministry of Supply or the Admiralty. 
The other machines would be considered one by one in 
relation to their end uses, the demands for them in Britain 
and friendly countries, and the circumstances that might exist 
as each machine approached completion. 

Machine tools can only with difficulty be defined in 
categorical terms as warlike or pacific objects. Some clarifica- 
tion of the Government and Opposition feelings on the whole 
ques of trade with Russia did, however, emerge from the 

ebate. Neither side wants an economic blockade of Russia, 
though there have been moments when that appeared to be 
the result to which the argument might lead. Both sides 
recognise (what is indeed obvious) that the Russian trade is 
useful to Britain as well as to the other side. The urgent 
need for some types of equipment has been forced on Britain, 
as on other western countries, by Russian foreign policy, and 
if these are the types of equipment the Russians happen to 
want it is open to them to correct the situation. Similarly, 
there are some things specifically useful.in war that it may 
be prudent to deny to a country that is behaving in a hostile 
manner, but the definition of these things has to change with 
the quantities of the goods and the circumstances of the time. 
To keep trade going at all may not be easy while acting on 
these lines, but a mutual blockade does nobody good. 


* * * 


Russia’s Imports of Strategic Materials 


Among the “strategic” materials which Russia has 
been buying from the sterling area, machine tools have lately 
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had most of the public attention. But Russia has also bought 
significant quantities of rubber, tin and wool, though 
Russian imports of such materials, apart perhaps from tin 
seem to have been smaller this year than in 1949. To 
measure the size of Russian imports is a hazardous business 
for the Soviet Union publishes no trade statistics. Estimates 
can be based on exports from the major exporting countries, 
provided that a standard period for shipment from each 
supplying country is assumed. This method ought to throw 
some light on Russia’s principal imports, though it js 
obviously rough and ready and conceivably incomplete ; for 
instance, shipments to any country of eastern Europe might 
eventually find their way into Soviet hands. Certain 
countries such as the Netherlands have an important transit 
trade in rubber and tin with the Soviet Union, but statistics 
covering this trade are published and it can be included in 
an assessment of Russian imports. 


The accompanying table is based on such methods. It can 
only claim to show the bulk of Russian imports of four com- 
modities: rubber, tin, wool and cotton. Russia’s imports 
of rubber have risen steadily since the war and reached a 
peak in 1949 of 105,000 tons ; this was well over three times 
the prewar level. On present indications, imports of rubber 
by Russia during the current year may not exceed 85,000 
tons. Until June, Russia seemed to be importing at the rate 
of 50,000 tons a year—about half the rate of import in 1948 
and 1949. But since Korea Russian buying seems again to 


IMPORTS OF STRATEGIC MATERIALS INTO THE USSR 


1950* 











Commodity Unit Prewar, 1946 | 1947 |} 1948 | 1949 (Annual 
Average } Rate) 

iid > — Seta i 
Rubber ...... "000 tons 30-0 9-5 35-0 | 100-0 105-0 85-0 
Bee esbe cd a |; 11-0 2-0 1:0 | 0-3 0-3 0-7 
Woolt mn. Ip. 10-0 5-0 30-0 | 35:0 45-0 42-5 
Cotton ....... é 1-5 1-5 10 {| 2-5 1-5 2-0 

® Annual rate based first nine months for rubber, first eight months for wool, and first 

six months for tin and cotton. + Clean basis. 





have been stepped up to an annual rate of about 100,000 
tons. Russian imports of tin this year have been relatively 
large ; the estimate is over 600 tons in the first seven months 
against some 300 tons in the whole of 1949. More than 500 
tons of tin metal were shipped from Britain during the first 
half of this year. Imports of cotton into the Soviet Union 
are so small as to be negligible from the point of view of 
war preparation. Indeed, in certain years Russia has had an 
export surplus. Wool is more important and Russia is taking 
about four times as much as before the war. 


The figures show, first, that Russia is importing much 
more of these commodities (except tin) than before the wat 
and, secondly, that imports this year are probably no larger 
than last year—if, indeed, they are as large. But any big 
purchases made since June would not be fully reflected in 
these estimates except, perhaps, in those for rubber. If, as 
market reports suggest, Russia has been an important buyer 
of rubber in the past three months, its imports might well 
rise above last year’s total. Again purchases may be con- 
signed to brokers in third countries and then trans-shipped 
to Russia. If the third country is in western Europe these 
quantities are usually published, but not one Asiatic coun- 
tries publish full details of their transit trade. Even if Russia s 
imports of rubber were to exceed those of 1949, the quanti- 
ties involved would not seem alarmingly large, and they do 
not suggest any very serious attempt at stockpiling. Russia 
has an active synthetic rubber industry and can also us¢ 
most of the output from eastern Germany, but imports 
of natural rubber must also be required in part foi current 
manufacture. Hence the maximum rate of accumulation 
for stockpiling would hardly appear to exceed 80,000 
tons a year. Such a figure assumes a relatively small rate of 
consumption, and it can be compared with a recent rate of 
stockpiling of about 125,000 tons in the United States. As 
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Where can your goods go? 


The world is wide—but economic conditions, currency 
restrictions and the like exercise a limiting effect . . . It is 
part of the service of the Westminster Bank to provide the 
accurate and up-to-date information on trade conditions 
which must form the background to any discussions of 
new markets and new business ventures. This facility is 
included in the wider service which the Bank offers to 
all importers and exporters and which is described in a 
booklet called The Foreign Business Service of the Westminster 
Bank. Your nearest branch will be glad to give you a copy. 





WESTMINSTER BANK LIMITED 














Pearls from Australia... 


This man dives for pearl and pearl-shell on the tropical 
north-west coast of Australia and so contributes to the 
infinite variety of Australian production. But the people 
of Australia are consumers, as 
well as producers, and the 
Australian market constitutes a 
Tich field of opportunity. Essen- 

tial to any successful business 

venture is knowledge, and the 

Commonwealth Bank of 

Australia places its Information 
Services at the disposal ef all 
British business houses. They 
may be used with confidence, 
for the Commonwealth 
Bank knows Australia. 
Its branches are 
widespread and its 
activities touch upon 
every aspect of life 
and industry in 
Australia and New 
Guinea... Please 
address your 
enquiry to 
the Manager, 
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COMMONWEALTH BANK OF AUSTRALIA 
London Office: 8 Old Jewry, E.C.2. Also at Australia House, Strand, London, W.C.2 
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ez :~Paid for in Dollars 


Rubber and tin from the East are two of our major dollar earners 
—there are many others in this area—and the Chartered Bank’s 
wide network of Branches assists British business men in 
expanding this valuable potential and also earns dollars for 
Britain in the form of invisible exports. Eastern merchants:and 
prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 
shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal. 


The Chartered Bank of India, 
Australia and China 


(Incorporated by Royal Charter in 1853) 

HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 
Manchester Branch: 52 Mosley Street, Manchester, 2. Live 1 Branch: 
a7 y House, Exchange Buildings, Rumford Street, Liverpool, 2 

West-End (London) Branch: 28 Charles II Street, London, S.W.1. 

New York Agency: 65 Broadway, New York. 
The Bank’s branch system, under British management directed from London, serves 
ENDIA - PAKISTAN - CEYLON - BURMA - SINGAPORE AND FEDERATION OF 
MALAYA - NORTH BORNEO AND SARAWAK - UNITED STATES OF INDONESIA 
A -+- THAILAND - THE PHILIPPINE REPUBLIC 
HONGKONG - CHINA -: JAPAN 













GILLETT BROTHERS 
DISCOUNT COMPANY, 
LIMITED. 


Capital and Reserves 
£1,750,000 
TOTAL ASSETS EXCEED {70,000,000 


ESTABLISHED 1867 
52, CORNHILL, LONDON, E.C.3 





















THE BRITISH METAL CORPORATION LTD. 


is associated with 
The British Meta! Corporation (Australia) Pty. Limited, Sydney and Perth ; Ths 
British Metal Corporation (Canada) Limited, Montreal ; The British Metal Corpora- 
tion (India) Limited, Calcutta and Bombay ; The British Meta! Corporation (South 
Africa) (Proprietary) Limited, Johannesburg; C. Tennant, Sons & Co., of New York, 
New York : Vivian, Younger & Bond Limited, London. 


and with the organisation of 


Henry Gardner & Co. Limited, London, Canada, Cyprus and Malaya. 


The Group trades in and markets | other specialist engineering and 
non-ferrous metals and minerals, | metallurgical equipment; and it 
many kinds of produce, timber and | furnishes allied shipping, insurance, 
other materials; it provides coal- | secretarial, financial, technical and 
washing plant, ventilation plant and | statistical services. 


PRINCES HOUSE, 93, GRESHAM STREET, LONDON, E.C.2. 
TELEGRAMS : CABLES : TELEPHONE: 
Brimetacor, London Brimetacor, London MONarch 8055 
Branches a@ BIRMINGHAM and SWANSEA 
LLL 


eee f 
imma 





528 


for tin, the bulk of current imports is likely to be con- 
sumed, though the sudden jump in this year’s estimate 
suggests that some accumulation may be taking place. 


* *® x 


Excitement in Wool 


London’s first wool sale of the season opened on 
Thursday and prices generally followed the jump which has 
obtained in Australia during the past month. When the 
Australian sales opened in the last week of August prices 
jumped by nearly 50 per cent compared with the closing 
prices of the old season. Merino 64’s, for example, which is 
a representative grade of the Australian clip, sold at 210d. a 
Ib. against 151d. a Ib. in July. In a single day wool had 
become a fantastically dear commodity. Since ther prices 
have risen only slightly ; in the second week of the Australian 
sales merino 64’s rose another 2d., then fell to 209d. a lb. and 
this week recovered to 213d..a lb. Prices at the different 
sales in Australia have swung by $d. to rod. a lb. either side 
of the general average. : 


The impression of sharply rising prices has, of course, 
been encouraged by fantastic bidding for small quantities of 
super-quality wools offered at each ef the different selling 
centres. This week 280d. a lb. was paid at Brisbane for seven 
bales of highest grade wool. These prices have hit the 
headlines but they account for only a very minor proportion 
of the clip. Again, as each selling centre reports ‘ts own new 
record prices, generally at the first sale of the season for 
particularly high grade wool, it gives an impression that 
prices have been rising continuously. In a broad conspectus, 
however, wool prices have risen relatively slightly since the 
first big jump at the beginning of the season. 


Until the London sales opened on Thursday offerings had 
been mainly of merino types—Australian and South African. 
But demand for all grades of wool in London proved to be 
just as keen as in Australia and prices generally rose by 
fully 50 per cent compared with july. This is a slightly 
larger increase than was recorded in the opening sales in 
‘Australia but the difference represents no more than the 
usual premium for spot supplies. Merino 64’s are now 
quoted at 224d. a Ib. against 151d. in July, fine crossbreds 
58’s at 178d. a lb. against 111d. a lb. two months ago and 
medium crossbreds 48’s at 115d. a lb. against 714d. 


It will be interesting to see how prices move during the 
remaining weeks of the London sales. The supplies on offer 
are, of course, much smaller than last season, now that the 
Joint Organisation’s stock has been almost liquidated. For 
the whole three weeks of the auctions, only 90,000 bales of 
wool will be on sale, of which 45,000 bales will consist of 
Joint Organisation stock. At the opening sales last year, total 
offerings amounted to 135,000 bales of which the Joint 
Organisation provided 85,000 bales. Since working stocks 
in consuming countries are by no means large (to judge from 
published statistics) a “ squeeze ” for spot supplies may well 
take place during the next few months. 


* * * 


Would Allocation Work ? 


Meanwhile discussions are proceeding on the American 
proposals for an allocation scheme for wool. On Wednes- 
day representatives of the three wool growing dominions 
and of Britain and the United States met to consider them 
in greater detail. It appears that the United States had little 
more to offer than to reiterate its view that since wool is a 
scarce commodity some form of international allocation 
should be instituted to prevent prices from rising too sharply. 
No detailed plan was put forward nor, so it is reported, 
was any consideration given to the relative allocations to 
the various importers. Presumably these hard questions will 
be left to the international wool study group which is 
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expected to meet in London early next month. A-gument; 
that allocation could prevent unduly large shipments of woo| 
reaching Russia and countries of eastern Europe are not very 
convincing. The quantities so far involved in this trade are 
not very large and export licensing, properly enforced, could 
be just as effective. : 

American proposals to institute international a!location 
are not confined to wool; they are intended to cover ali 
strategic materials. But wool, although less important 
strategically than rubber or tin, presents the test case, since 
this season’s supplies are insufficient to meet even the current 
rate of consumption. World supplies are provisionally 
estimated at 2,350 million lb. (clean basis), whereas con- 
sumption during the first six months of 1950 has been at 
an annual rate of 2,525 million lb. Commercial stocks are 
by no means large—certainly not large enough to cover such 
a deficiency without reducing the level of output of the wool 
textile industry. 


The price-support scheme for wool proposed by the three 
southern dominions has perforce taken a back seat in the 
present discussions. It may have seemed germane some 
months ago ; now it lacks all relevance. The United States 
might be willing to agree to such proposals provided that 
the project was widened to include as a counterpart the 
allocation of wool supplies when they were scarce. It is 
unlikely that any of the three dominions could agree to 
abolish the present auction system, if only because their 
governments depend on farmers’ votes. Wool growers are 
enjoying unprecedented high prices and prosperity ; any 
government which denies them their fruits must risk their 
displeasure at the next elections. If allocation is to be 
accepted, the United States will have to propose a scheme 
which will enable the free auctions to continue. And that 
would be a difficult if not an impossible task. 


* * x 


Base Metal Price Problems 


For the past week or so world prices for base metals 
have ceased to have meaning. The official New York price 
for copper, for example, stands at 24} cents a !b. ({196 a 
ton), but this is a purely nominal quotation and no supplies 
are available. To obtain spot supplies users have had to pay 
up to 5 cents a lb. premium above the official quotation, while 
European buyers have offered as much as 32 cents 4 lb. (£256 
aton). The American import duty of 2 cents a lb. on copper 
is still in force and seems likely to continue for some months. 
Zinc is also scarce ; the official selling price is 17} cents a lb. 
(£140 a ton), but 23 cents is commonly being paid for sup- 
plies, and the latest reports from New York tell of a “grey 
market ” price of as much as 25 cents a Ib. (£200). A strong 
demand for lead has so far been satisfied at the official price 
of 16 cents a Ib. (£128 a ton). The Ministry of Supply's 
prices for base metals have, in accordance with policy, been 
kept in line with the official American prices ; British con- 
sumers can at least buy spot supplies without having to pay 
a premium, but on forward purchases they have to pay 
substantial premiums. 

The American attitude to the import duty on copper |, 
to put it mildly, ising. The United States depends on 
imports to cover dhoet a quarter of its needs, and the 
American Government is concerned about the recent sharp 
rises in commodity prices. The reimposition of the import 
duty has, in the first instance, merely accentuated the rise in 
prices ; later it may reduce imports. American domestic 
producers are at present obtaining most adequate prices for 
their output without any assistance from a protective tariff, 
and their output was expanding even before the tariff was 
reimposed. , 

The Australian proposal to levy an export duty on Ica 
and zinc may alse he open to ee at the present time. 
If the demand for base metals in a rearmament boom ' 
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highly inelastic, the effect of the export duty might well be 
to raise the price which consumers have to pay rather than 
reduce the income which producers receive. The main 
needs at present are first to encourage an expansion in 
output and secondly to ensure that these relatively scarce 
materials are distributed as equitably as possible to meet the 
diferent national rearmament programmes. The United 
States at any rate believes that the second objective can be 
achieved only by resuscitating the former combined raw 
materials board ; other countries seem still to have more 
faith in the price mechanism. 


* * x 


Record Exports in August 


British exports attained new records in August, and 
virtually all the main export industries played a part. 
The most encouraging feature was the sharp rise in textile 
exports ; these were nearly 20 per cent higher than in the 
earlier months of this year. Cotton goods rose by {2,500,000 
to {13.7 million, a tenet goods by a similar amount to 
{13.2 million, while silk and rayon piece-goods at {3,400,000 
were the highest on record. Shipments of wool textiles to 
Canada were 20 per cent larger than in July. These figures 
suggest that although textiles have to meet more direct 
competition in overseas markets than do most types of 
British exports, they are now able to hold their own against 
strong competition. 


Vehicles are still the largest export group, but their total 
value in August rose only slightly to £34.8 million. 
Australia resumed its place as the main market, though 
shipments to Canada remained large. During the first eight 
months of the year 53,840 motor-cars were sent to Canada 
compared with 56,584 to Australia ; total exports for this 
period were 233,055. The shipment of agricultural tractors 
again expanded, while exports of bicycles were the highest 
for about a year. Machinery exports ({27.1 million) also 
increased. Of the total some £1,300,000 went to the Soviet 
Union; Russia was the fourth largest purchaser last 
month, after Australia, India and South Africa. Since the 
beginning of the year, exports of machinery to Russia have 


BRITISH _EXPorRTS 
‘Monthly Figures adjusted to a Standard Month of 26 Working Days) 
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been worth nearly £7,000,000. Exports of most types of 
consumer goods increased during August, in particular 
pottery, glassware, and toys. Iron and stéel manufactures 
and chemicals were the only two important export groups 
that recorded smaller shipments than in July. 

the August record of {189.5 million, unusual for a 
holiday month, was some £5,000,000 higher than the previous 
peak last March ; moreover, the rate of export was also a 
record. The table above gives the value of British exports 
on a monthly basis adjusted to a standard working month 
of 26 days. The expansion has not merely been confined 
to values ; the volume of exports in August was 69 per cent 
higher than in 1947, compared with a rise of 55 per cent 
during the first half of 1950. 

Imports last month declined and amounted to only £212.5 
million. Arrivals of food and tobacco were much smaller 
than in July, but receipts of raw materials were maintained 
at a high level, The excess of imports (valued c.i.f.) over 
exports and re-exports (valued f.o.b.) totalled £18 million— 
the lowest figure since February, 1949. The cumulative 
total for the eight months amounted to £273 million and 
was less than the corresponding figure for 1949 (£293 
million) for the first time this year. 


529 
EPU Agreement 


The Council of OEEC met in Paris this week to sign 
the agreement setting up the European Payments Union, of 
which the outlines were agreed last June. The intervening 
two and a half months have been spent in translating the 
June agreement Into lawyers’ English and this legal 
document was signed last Tuesday. The Council also 
announced the appointment of six of the requisite seven 
members of the management board; the nominations 
accepted included that of Mr Hugh Ellis Rees of the British 
Treasury, who is a member of the British delegation to 
OEEC. The seventh place may be reserved for Switzerland 
and will probably be filled when the intricacies of Swiss 
constitutional procedure have allowed that country to become 
a fully fledged member of EPU. At the end of this month 
the Bank for International Settlements in Basle, which is to 
act as agents for EPU, will tackle the first periodic settlement 
of intra~-European payments to be made under the new 
machinery. This will cover current payments for the three 
months from July Ist (from which date EPU comes retro- 
spectively into effect) to September 30th. 


The entry into force of EPU has led to some conse- 
quential adjustments in sterling payments arrangements with 
the other members. For some time past these arrangements 
have been gradually adjusted in anticipation of the fact that 
the launching of EPU would make the currencies of all 
members freely transferable for current transactions, and 
therefore remove any ground for differentiation in their 
treatment. All bilateral arrangements with OEEC members, 
such as those formerly governing sterling payments with 
Belgium and France, have therefore been tempered for some 
time by the widest possible extension of administrative 
transferability. For all practical purposes, this extension has 
placed the countries in question in the transferable account 
group. That position is now to be formalised and, with the 
signing of EPU, Britain has agreed to give automatic trans- 
ferable account facilities to any member country thac desires 
them. Another adjustment consequential upon the creation 
of EPU is the completion of funding arrangements covering 
any debts between members that are not to be brought into 
the periodical compensations. A further agreement of this 
kind was announced this week. It has been agreed that the 
Danish debt to Britain, represented by a British holding of 
£22 million worth of Danish kroner, will not be repayable 
until July 1, 1952, though the Danish Governmert retains 
the right to repay before that date. The funding arrange- 
ment will leave some Kr.§o million, equivalent to 
£2,500,000, in British official accounts in Denmark which 
will be freely available for current payments. 


* * x 


Australian Export Taxes 


When the Australian budget is introduced at the begin- 
ning of next month it is expected to include an export tax of 
either 25 or 33} per cent on wool, lead and zinc. This tax 
would be an alternative to the appreciation of the Australian 
pound that local primary producers and their political mouth- 
piece, the Country Party, have so resolutely opposed. The 
tax on wool has its origin in a proposal put forward by Sir 
Douglas Copland, the Australian economist, some three 
weeks ago. Sir Douglas argued that this tax would be 
preferable to appreciation of the Australian pound to parity 
with sterling since such appreciation would cut the incomes 
of all Australian exporters indiscriminately by 20 per cent ; 
this cut would bear hardly on exporters of commodities other 
than wool and also upon Australian industry and i might 
still not be sufficient to combat the undesirable repercus- 
sions of present high wool prices. 

The proposed wool tax would, of course, be levied in such 


a way as to reduce the sums at present received by growers. 
It is claimed that the tax would not increase the high world 
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A sensible policy for process steam—No. 19 


Intelligent use of 
“ waste? heat from steam 


BY SPIRAX 


What is called “waste” heat from steam could hardly have been 
given a less appropriate name. 


That part of the heat in steam most readily available to the 
process is some 70 to 80 per cent. of the total. The remaining 
20 to 30 per cent. is in the condensed steam ; but as a rule this 
heat cannot be used effectively in the process. Indeed the 
presence of the water (hot though it is) in the steam spaces 
cannot be anything but detrimental to heat transfer and process 
output. So the condensate must be discharged promptly. 

Yet as the heat in the condensate represents a considerable pro- 
portion of the coal consumed in generating the steam, its recovery 
and use is a part of any sensible policy of heat economy. 

The ultimate place for hot clean condensate is where it began, 
in the boilers ; and so we have the condensate return system. 
But it is possible to take an earlier bite at the cherry, before the 
hot water is sent back to the boiler feed tank. 

On leaving the steam traps some of the heat re-evaporates into 
steam. This is known as “flash steam” and is in all respects a 
valuable substitute for live steam for any low-pressure heating. 

The utilisation of flash steam is a ponenes economy which 


is generally possible without difficulty and for a quite small 
outlay. 


Correspondence to : Spirax Manufacturing Co. Ltd. 
(Economist Enquiries), Cheltenham, Glos. 

Y APPEARED: Jan. 14, “A sensible policy for process steam ” ; 
Jan. 28, “* Who controls your steam stores?” ; Feb. 11, “ Do you get full value from your 
steam?” ; Feb. 25, “ steam costing will tell you”; Merch 11, “ Meter your steam 
to get the facts”; March 25, “ Why have a boilerhouse?"; April 8, “ Four pillars 
of process steam wisdom”; April 22, “ Process heat transfer decides plant earnings ” ; 
May 6, “ Resistant films ev. process economy"; May 20, “ The air Gim handicap on 
output"; June 3, “ Removing the air film handicap”; June 17, “ Water film against 
process output"; July 1, “ Individual steam separation”; July 15, “ How are your 
steam traps chosen?”; July 29, “ Better steam trapping, better output economy ” ; 
Aug. 12, “ The steam circulation system”; Aug. 26, “ Steam pressures under control ” ; 
Sept. 16, “ Thermostatic control simplified.” STILL TO APPEAR : Oci. 7, “ Flash steam 
on the agenda”; Oct. 21, “ Better condensate return systems”; Nov. 4, “A place for 
the automatic pump”; Nor. 18, “ Heat transfer summing up”; Dec. 2, “ The more 
you know about process steam”; Dee. 16, “Two imstructional courses for steam 
executives”; Dec. 30, “ For advice on process steam problems.” 


Behind the 


Scenes 


MEN AND MACHINES are the substance of the Laing organisation. 
By constant care for both, the firm’s welfare and plant maintenance 
systems keep work at its highest pitch. 

Welfare means daily provision for over ten thousand men. Trained 
welfare officers—there is one resident on every remote site—are re- 
sponsible for food and film shows, religious services and cups of tea.. 

The maintenance system, radiating from central depots at home and 
Overseas with specialised staff and equipment, provides everything— 
from the smallest spare part to complete and regular overhaul — 
to keep millions of pounds’ worth of machines and vehicles efficient. 

These are two large businesses within one business. They function 
behind the scenes: but evidence of their constant work is seen in a 
long succession of jobs completed smoothly and on time. 





For speed and efficiency in building and civil engineering 
JOHN LAING AND SON LIMITED - Established in 1848 
London, Carlisle, Lusaka, Johannesburg 


tHe BKCUNOMIST, September 23, 1956 





Femenrts OF AN INDUSTRY 





N daily speech the word “element”’ is too often used 


wrongly or carelessly. ‘“‘ The elements” suggest “the 
weather,” and “elementary” something easy or simple. 
To men of science, however, an element describes any 
substance which cannot be split up into a simpler one by 
ordinary chemical methods. A dictionary definition is that 
an element is “the simplest known constituent of all com- 
pound substances”. This recognition is based on a theory 
first propounded by Robert Boyle, a British chemist, 
in 1661. 
In all nature there are only ninety-two of these “Elements”. 
From these are built up every single thing we eat or ust 
or see. The function of the chemical industry is to dis- 
cover how to separate elements which in nature exist in 
a combined form, to find out how they can be made to 
combine into substances useful to man, and then to evolve 
methods of making them do so “to order” on a com- 
mercial scale. The degree of success which this great 
industry has attained may be judged from the fact that 
Imperial Chemical Industries alone uses 
50 or so of the more important of the 92 
elements known to science to make no 
fewer than 12,000 different products. 


See 
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HOLIDAYS FOR BOILERS?) 


Steam boilers should work effi- 
ciently all the time. Unnecessary 
holidays are to be deplored. But if 
boilers use untreated water, : scale 
will certainly form, and some sort 
of holiday however inconvenient 
and costly to other people must be 
given in order to dismantle and 
descale. But scale need never form 


ALBRIGHT 





if the modern method of boiler 
water conditioning with Calgon 
(sodium metaphosphate) is used. 
Calgon prevents scale. It saves 
endless trouble and far more money 
than it costs, as you'will find if you 
consult Albright & Wilson’s Tech- 
nical Service Department. A really 
fit boiler does not need a holiday. 


& Wilson 
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49 PARK LANE - LONDON - W.1 - Tel: GRO. 1311 - Works: Oldbury & Widnes 
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Inspiration 








To draw inspiration from one’s surroundings 
one must be able to see the wood despite the 
trees. Catesby Office Furnishings provide the 
answer for the business executive who seeks 
the unobtrusive efficiency of the perfect office 
designed by experts to serve his needs. For a 
complete new office or a single item we invite 
your enquiries to our Director of Contracts. 


Your enquiries for floor-coverings, and for any assistance are 
cordially invited. 


CATESBYS 
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WHEN IT’S A QUESTION OF TIME... 
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IF you ARE seriously concerned with saving time in 
your business, you might ask yourself three questions 

— is my Internal Communication system as good as it might be? 
Is time throughout my organisation accurately recorded, shown and 
sounded ? Could the broadcasting of signals, messages and music 
increase my workers’ interest in their job ? If you can’t answer ‘ yes’ 
to all three questions you are wasting time somewhere and TR 
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price paid by overseas buyers, for it would be deducted 
(like the existing 74 per cent levy) from the proceeds of wool 
at the time that it is sold ; but this claim assumes that the 
present demand is not already so intense that purchasers 
would, in effect, be prepared to pay the tax in order to ensure 
their supplies. Sir Douglas proposes that two-thirds of the 
proceeds of the new tax should (like the existing levy) be paid 
into a fund that would provide a cushion for wool producers 
if future prices fell below production costs ; the other third 
should be used to subsidise the domestic price of wool and 
to finance certain investment projects designed to promotc 
the long term interests of the wool industry. If this propused 
distribution is accepted—and there is no certainty yet that it 
will be—wool growers should indeed have little cause for 
complaint. The main import of Sir Douglas’s proposal is 
that a third of their inflated earnings, much of which wou!d 
normally go in income tax, should be laid aside for their own 
future benefit. 


It is still an open question, of course, whether the funda- 
mental disequilibrium in Australia’s balance of payments 
should not be cured by exchange appreciation. If apprecia- 
tion is really politically impossible, however, then the sooner 
the export tax on wool is introduced and the higher it is 
pitched, the better it will be for Australia’s long term 
interests. The Dominion is now faced by the prospect that 
the wool cheque for 1950-51 may be as large as {£400 
million. in consequence, its national income in 1950/51 is 
likely to amount to about £3,000 million (or over £375 per 
head) compared with £2,000 million (or about £260 per 
head) in 1948-49. It is impossible to suppose that imports 
and domestic production will increase sufficiently to mop up 
this enormous increase in purchasing power ; unless some 
step is taken quickly, therefore, inflation will gnaw into the 
vitals of the Australian economy at what should be the 
moment of greatest prosperity in Australian history. 


*x * * 


« Discrimination ” in Oil Markets 


In practice some of these fears may prove exaggerated 
because it seems doubtful whether the new ECA regulations 
will work. This attempt to force prices down goes against 
the tendency of the world markets, which may not move 
violently but which seem certain in present conditions to rise 
rather than fall. The increases just announced for most oil 
products in Britain are a mild example of this tendency. 
The new ECA price system would in theory create an exclu- 
Sive territory for Middle East products, and eliminate 
western hemisphere products altogether, in an area now 
supplied from the éast or the west as the supply position 
and the tanker movements of the moment make it convenient. 
But in fact none of the markets concerned seems powerful 
enough to insist on a single source of supply ; the Mediter- 
ranean countries will no doubt continue to take oil products 
from where they can get them, and in the long run they will 
no doubt have to pay the market price. Further, there is a 
curious technical anachronism in the ECA amendment, which 
bases its price rebates on the freight rates of the US Maritime 
Commission which operated in the last war. Those rates no 
longer necessarily correspond to the existing freight markets. 


_ It is worth while to explain how the ECA came to adopt 
its new policy. Suppliers of oil products from the Middle 
East have been in the habit of accepting a lower return from 
those areas (such as Britain) to which the tanker haul from 
the Middle East is more costly than the tanker haul from 
the Caribbean. The “ rebate” equals the differenze in cost 
between the two tanker hauls. There is nothing sinister 
about this ; a motorist pays the same for a gallon of petrol 
wherever it comes from. In areas to which the freights are 
equal, the return is equal, and in areas (say, the easter 

Mediterranean) where the haul from the Persian Gulf is 
the shorter the boot is on the other foot. The “ freight 


watershed ” between the two supplying regions is somewhere 
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in the central Mediterranean, though naturally ‘t shifts a3 
tanker rates change in the different areas. ECA seems t, 
have decided that for a Middle East producer ty accept : 
lower return from Britain or Denmark than he accepts from 
say, Greece is “ discrimination” against the Greek. |; has 
therefore, decided that he must accept the lower tecurn from 
Greece, too. It isa simple train of thought. It breaks down 
however, on the fact that competition takes place in the 
retail market and tends to equalise prices for identical com. 
modities at the point of consumption, without regarding th: 
origin of the goods. 


*® * & 


ECA Intervenes in Oil 


The Economic Co-operation Administration, because of 
the huge scale and wide geographical range of its transactions 
in oil, has probably more power than any other single agency 
to influence the world oil market. Its power has been exer- 
cised in the past w:th discretion ; being concerned, under- 
standably, to safeguard the public money which it has to 
spend, ECA has based its purchase prices on the lowest 
levels in the world market, but it has previously taken 
care not to do anything likely to break the market’s structure. 
This is probably to the general advantage. The world-wide 
system of oil prices based on the US Gulf market does not 
favour everybody un‘formly, but it has produced a reasonable 
stability in a competitive trade, and in the boom conditions 
of 1950 oil prices have been steadier than those of almost 
any other vital commodity. 


Controversy and alarm have been stirred up in the world 
oil industry by the new regulations announced by ECA to 
govern the prices which it will “ pay ” for Middle East oil 
products, and it appears at first glance that ECA has 
abandoned its customary discretion. The regulations are 
somewhat complicated, but their effect is to introduce fixed 
and arbitrary, rebates on the prices of Middle East oil pro- 
ducts destined for Mediterranean and European ports. These 
will not change the existing delivered prices in north and 
north-west Europe, where Middle East suppliers are 
already obliged to accept a lower return than suppliers from 
the US Gulf and the Caribbean because the haul from the 
Persian Gulf is longer and more costly than the haul from 
the Caribbean, and the selling prices have to be the same. 
They will, however, cut the existing delivered prices in the 
Mediterranean—in “some areas by as much as $3.50 a ton. 
Thus they will destroy the relationship that has so far been 
maintained between US Gulf and Persian Gulf prices. The 
companies directly affected are the major American groups 
that produce in the Middle East, and these groups are protest- 
ing vigorously. But they produce in the Caribbean and US 
Gulf as well, and they cannot expect to sell oil from the 
western hemisphere at higher prices than they are allowed to 
charge for Middle East oil in the same market. Thus the price 
structure for exports from the US Gulf and Caribbean will 
also be affected. Further, the existence of rebates for (say) 
Greece and Italy may lead to demands for rebates east of 
Suez. It is obvious, too, that if the prices charged. by 
American companies are forced down the prices charged by 
other companies are not likely to be immune. In logic the 
repercussions of the ECA amendment seem endless. 


* * * 


Release from Bulk Purchase ? 


Is the Ministry of Food changing its ideas about the 
virtues of centralised purchase ? A few months ago, after 
the Select Committee on Civil Estimates published its recom: 
mendations that trade in two commodities—wheat and cocoa 
—should be returned to private hands, the Ministry took 
pains to justify its retention of government buying. ~~ 
week, the Ministry announced that greater freedom wo 
be given to merchants to deal in both cocoa and wheat. 








THE ECONOMIST, September 23, 1950 


THE FIRST Jet Fighters 

THE FIRST Jet Air Liners 

THE FIRST Gas Turbine Air Liner on regular schedule 
THE FIRST Jet Bombers 

THE FIRST Jet Flying Boat to Fly 


THE FIRST Jet-propelled Ship 


and the 
NIMONIC* 
Nickel-Chromium 


Alloys also a British Achievement 


made ali of them possibile 


Without exception the Nimonic Alloys are used 
for the rotor blading of every British aircraft gas 
turbine in production. 


THE MOND NICKEL COMPANY LIMITED 
SUNDERLAND HOUSE - CURZON ST * LONDON - WI 


* ‘Nimonic’ is @ registered trade mark. 


OUTSTANDING VALUE 


ey 


LIFE ASSURANCE 


TRADE INTRODUCTIONS 
FOR 
IMPORTERS AND EXPORTERS 


The Bank of New South Wales offers a 
valuable trade introduction service placing importers 
and exporters in touch with their counterparts 


in Australia and Néw Zealand. 


As the largest commercial bank in these territories, it 
offers the best medium for developing trade with 
Australia and New Zealand. 


Ask your bank to consult and use 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED [817 HEAD OFFICE, SYDNEY 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, 
and 47 Berkeley Square, W.! 


(THOORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 


GB50018 
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Government purchase of cocoa is, in fact, to cease in the 

near future, although the actual date has not yet been fixed. 
Rationing of chocolate and confectionery will continue, and 
prices of confectionery and cocoa products will still be con- 
trolled. But merchants and manufacturers will be free to buy 
their own supplies of cocoa direct from the Nigerian and 
Gold Coast Marketing Boards. The trade will thus obtain the 
great advantage of freedom to buy the quality of cocoa that 
manufacturers want and will no longer be compelled to accept 
supplies allocated to them by the Ministry. Manufacturers 
may also be able to secure lower prices on occasion, though 
the sharp rise in the price of cocoa in the New: York market 
in recent months suggests that lower prices are not imme- 
diately in prospect. The Ministry has pursued a peculiar 
price policy in its dealings with the west African marketing 
boards. It has attempted to secure its own purchases at a 
reasonable price, but it has also been willing on occasion to 
support the market in order to increase the dollars earned 
by the export of cocoa to the United States. Private traders 
will now have to deal with monopoly sellers in the form of 
the marketiny boards, and they may have to acquire a 
different bur ing technique from their prewar one. 
” The grain trade is also to be partially freed, in a way 
that is significant though limited in importance. The 
Ministry of Food will remain the sole importer of wheat, but 
it is now willing to accept offers of North American wheat 
from private merchants on cost and freight terms as well as 
on f.o.b. terms. The Ministry will tell the trade what types 
and qualities of wheat it is willing to buy and will consider 
offers so long as they are within the upper and lower price 
limits set by the international wheat agreement. This change 
will give grain merchants greater flexibility of operation and 
encourage some element of competition, but the trade will in 
fact still be acting only as agents for the Ministry of Food. 
Until July, Canadian wheat was purchased by the Ministry 
of Food under the four-year wheat contract, and the price 
was agreed each year by the two governments. Now the 
trade is open to private merchants as intermediaries of the 
Ministry. The Ministry has informed the grain trade that 
the whole position will be reviewed “ after a trial period ” 
and that if the purchases on a cost and freight basis are 
shown to have resulted in a large additional dollar expendi- 
ture, the experiment may be discontinued. It might have 
added, perhaps, that if the experiment worked satisfactorily, 
further steps might be taken to free the grain trade more 
completely. 


° 


Coal Stocks 


The rate of build-up of distributed stocks of coal has 
been unsatisfactory this year, but to equate the present 
position with the position at the beginning of the disastrous 


winter of 1946-47 would beto exaggerate. Distributed stocks: 
at the end of September, 1946, were 10.3 million tons. On 


September 16th this year they were 13.7 million tons, and if 
the present rate of accumulation of some 250,000 tons a week 
continues, stocks at the end of the month should be nearly 
4,000,000 tons greater than they were four years earlier. On 
the other hand, the Government target of 16.5 million tons 
by the end of October is not likely to be reached unless there 

a very sharp increase in the rate of accumulation, and it 
seems odd that the Parliamentary Secretary to the Ministry 
of Fuel and Power should have described the target as 


“absolutely essential” in the adjournment debate on 
Monday. 


Stocks at the end of October last year were 16.7 million 
tons ; at the end of October, 1948, they were 16.5 million, 
and at the end of October, 1947, they were 16.3 million. 
The present definition of what is absolutely essential ¢oin- 
cides, therefore, with the average of the past three years, 
but if the average is not in the event reproduced exactly 
the fact ought not, perhaps, to cause great alarm. More 
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disturbing are the long-term implications of the fact 
that the increase in € consumption of coal, (pre. 
dominantly consumption by industry) is far outstripping the 
increase in coal production. In the adjournment debate Mr 
Harold Davies pursued the implications to the point of urging 
that Britain should begin to import coal now, and he added 
a pertinent footnote to the debate on trade with Eastern 
Europe by pointing out that if the present trend continues 
western Europe will by no means find itself in a position 
to do without Polish coal. 


Mr Robens replied that the Government does not intend 
to import coal, though he conceded that it might be neces- 
sary to think about doing so “under a given set of condi- 
tions which I need not at this stage mention.” He said 
nothing to suggest that there is any immediate hope of 
stopping the drift of manpower away from the mines or of 
any sharp increase of coal production. As to the prospects 
of industry for the winter, Mr Robens said that the Govern- 
ment has agreed to get industrial stocks of coal up to a 
level of about 43 weeks’ supply by the middle of December, 
But if industrialists were to reach this “ good safety margin,” 
some of them would have to accept the coal that is offered to 


them, and not insist on supplies from their accustomed 
coalfield. 


* * * 


Strength of Sterling 


Within the next fortnight figures will be published of 
the British gold and dollar reserves as on September 3oth. 
They should provide further proof of the improvement in 
the dollar balance of payments of the sterling area and of 
the strengthening of the central reserve that began on the 
morrow of devaluation and must have gained further impetus 
from the rearmament drive of the last three months. Mean- 
while day to day changes in the world of foreign exchanges 
testify to the persistent technical strength and scarcity of 
sterling. In the New York market the three months’ forward 
rate has risen to $2.81}. The rate for security sterling 
which received such significant encouragement from the 
recent concessions on “ switching ” has again risen to $1.95, 
a rise of 10 cents over the past week. Transferable sterling is 
being traded in New York at over $2.61, which represents the 
smallest discount on the official rate recorded since devalua- 
tion. With the number of British tourists thinning on the 
Continent and their offers of sterling dwindling, the rates 
for Bank of England notes have been hardening slightly. In 
Paris they are now quoted at Frs. 920. The returning con- 
fidence in sterling has been fanned by rumours of a possible 
raising of the official value of sterling in terms of gold and 
dollars. They have been heard in most of the capitals 
of Europe, but they testify more to the imagination and 
gullibility of their creators and distributors than to thei 
sense of realities. 


* we * 
Cars for the Home Market 


The Minister of Supply recently answered a direct 
appeal from Sir William Rootes by saying that in view of 
rearmament and the need to maintain exports there was little 
hope of increasing the supply of cars to the home market. 
The restriction of supplies to 110,000 cars for the home 
market is being more faithfully observed than last yeat, 
though production has leomaead considerably—according to 
Mr Strauss, by 25 per cent over 1949. The industry has 
been hoping that next year the allocation of cars to the home 
market might be increased ionately to the increase 


in output. Indeed, it did for a time expect that the system 
of allocation might become wholly unnecessary with the 
entry of the sheet mills at Margam into full production 
towards the end of next year. 


Rearmament has destroyed that hope. It will employ 4 
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considerable amount of the motor industry’s capacity and 
may consume considerable quantities of sheet steel. But 
retooling for defence production will be slow and twelve 
months at least are likely to elapse before the full effects 

in to be felt. Some people have taken Mr Strauss’s words 
0 mean that home sales cannot be increased because exports 
sre more than ever necessary to pay for defence. This is no 
answer to Sir William Rootes, whose argument was that if 
the industry is to evolve and new models are to be developed, 
then exports cannot be maintained without large sales on 
the home market. No one (to take one example) has ques- 
tioned the wisdom of the Standard Motor Company’s 
decision to restrict the first sales of its new light Triumph 
model to the home market only. When model changes 
become necessary throughout the industry—and in some cases 
they are long overdue—it is hard to see how the Ministry can 
expect other firms not to take similar decisions. 


® * x 


Stimulus for Building? 


Since the Working Party and the Anglo-American Pro- 
ductivity team published their reports on the building 
industry at the beginning of May, the Minister of Works 
has been discussing with the National Consultative Council 
ways of putting their recommendations into practice. Some 
progress appears to have been made, although since most 
of the suggestions dealt with incentives and administration 
within the industry, the Ministry’s field is circumscribed. 
The most important step has been to drop a regulation by 
which building work had to start within two months of 
receiving a licence. The industry has been protesting 
against this regulation for some time, but the Ministry held 
that it was the only way of controlling the volume of work 
in hand. It is now expected that more careful planning of 
work—described in both reports as an important factor in 
efficiency—will be possible. The Ministry, in a review of 
the progress made, points out that structural steel is no 
longer subject to allocation, that some of the (very minor) 
regulations of the Town and Country Planning Act have 
been removed and that “ it is the intention of the Govern- 
ment to see that a steady supply of building materials is 
provided.” While the Government’s ability to see to this 
in every case is open to question, the removal of the time 
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limit and the freer supply of some materials should enable 
firms to get ahead with their work in a more orderly way. 


Other steps taken by the Ministry include talks with 
the British Electricity Authority about supplies of electricity 
to building sites and discussions with other departments on 
standardised contracts, the pooling of technical information 
and a revival of work on standardising by-laws—all recom- 
mended as aids to productivity. Discussions are also going 
on with the bodies concerned to improve the practical train- 
ing for management and for student architects. 


These steps will make things easier for the efficient builder, 
though they do not provide the missing incentive for the 
inefficient. Both the Ministry and the employers’ organisa- 
tion are preparing pamphlets on costing, and the Ministry 
has another on mechanisation, but any firm anxious for such 
information can already easily obtain it. A point of differ- 
ence revealed in the two reports was that while the British 
think of incentives in terms of bonus payments, to the 
Americans the prime incentive is the contrast between high 
wages and unemployment benefit. Assuming the case for 
incentive payments in Britain, there is little the Ministry 
can do beyond exhorting both parties to more rapid action. 
The two-year trial period of incentive schemes agreed by 
the employers and the unions came to an end in November. 
Although incentive schemes are still being worked by the 
firms that adopted them during those two years, the future 
of the scheme is still under discussion. 


Shorter Notes 


The Mexican Eagle Oil Company has received at its New 
York bankers $US8,600,000, the third of the fifteen equal 
annual instalments due from the Mexican Government in 
compensation for the company’s expropriated properties. An 
official announcement is expected at an early date about the 
distribution of this latest instalment. 

* 


In reply to a parliamentary question concerning resump- 
tion of service on Japan’s external debt, Mr Gaitskell has 
stated this week that it is “ difficult to devise any scheme ” 
under which Japan could resume payments as long as “ large 
scale assistance from the American taxpayer ” is required to 
pay for essential Japanese imports. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. 


| Gross F ae 
Prices, i % y nt Yield Prices, Last Two | Price, Price, Yield, 
Year 195° Price, Price, y ield, _Yield, Vear 195! ee | : Il sent 13, |Sepe $0,| Sept. 20, 
ten, 1toSept.20 | Name of Security |Sept.i5, Sept. 20 Se 1. Sept lan. 1 to Sept 20) Dividen a Name of Security tas0 fo50 F950 
High | Low | ie (n) High | Low (a) (b) (ec) 
: } 1 d 4 s&s dig 5S. G i all | ies 
H0le" 1005 WW ds 24% Aug. 51, 1008 1003 |0 3 4 19 41 | * % || Other Securities £ sd. 
100% 8 I War Bonds 2 o we S 99 jad 994xd 1 8 6 210 11/ i002 s6¢ | td) a) Australia 34% 1965-69..... oo on sw 3 
12 01 || War Bonds 24% Mar. 1, 1951-53) 101% 101) 014 7° 117 54 10) 993 | (d@) | (@) | Birmingham 27% 1955-57. .|| - of --. 
Wi 100 | War Bonds 2 62 Mar. 1, 1952-54, 1012 102 «014-7 117 3H 84 | Gh | 0 <| 3 Pra oy Ny Ot ie) latte e 
) 100 Exch. S / 5 101% 017 7 A | 9 0 ji n Oil, £1... ) mR 
cy fot Ramomahepame sees mk ak 1 828 3 Sl ty!) Se] Me et Aeeamee earn) we | ee: 8 
“t WL} Funding 2% June 15, 1952-57. 1022 | 1024, 1 311 2 Ae © \‘anetin Motor. Ord, Stk. 8. 27/9 | 27/3 | 417 
14% | 102 |N 1 : 0 103, 1 5 9 213 Of 28/-| 17/03} 40 ¢} 40 c| Austin Motor, Ord. Stk. 5/-...)) 27/ 27 / 
tt 1013 liWar Lows 3%, Oct. i: eee 9. 102 ed 102jxd 1 6 4) 2 12 81 0/74 188) ok b | A ¢ | Barclays Beak, Oud.“ f1..| ae B's ‘ 2 ‘ 
%{ | Sav. f ‘ 5 00: |112 6/2 /- | 129/- | | Bass , Ord. £1....-. : = ! 

TT |Funding 449% Apri'is, 1956-61. 99 tixd 99 fxd 1 8 6 210114 98/-| 87/43} 12 6| 8 a British Oxygen, Ord. £1...) ye | 3/6 $17 ii 
inet is \iPunding 38° 1.15, 1959-69. 98jxd 98xd 115 5 5 : ih we, 32/44 aa 3 b | Courtaul Ord. £1,++000--| we) ee 3B 
| Fundi ; " Ri 2 6 2 e / | | be + Freeones! 9 / 

Saf (seetindesreSop. Pies “gd basa0 38 Ad et) be) gs Domne AE | ate | he eat § 

$ |/Sav. Bonds 23% May 1, 1964-67 95 95 115 /6 | 59/- | 5 ¢ ; pon GUS] Seis sg 
10% | 1063 || Viet. Bonds 4%, Sept. 1, 1920-76 109} | 109 (110 5 3 4 5% 44/3, 39/6) 3a 1 6) Imp. “hem. Ind., Ord. Stk. £1, 8/1 ui/- |515 3 
%} 91) |\Sav. Bonds 36% Aug. 16, 1965-75, 961 | 96} |116 8 3 4 GJ} 11/1} 95/- | 18}0| 154 | Imperial Tobacco, f1.....-.) 08/1 | ay | 2 AD 
105} 100° | Consols 4% (after Feb 1, 1957).|, 1044 | 103 | 2 2 6/317 Sf] 39/4), 29/7}; 10 c| 5 | Lanes. Cotton, Ord. Stk. £1.| mt mae 4st 
9 | Sb Conv. 34% (after Apr. 1. 1961).|| Q6}xd Sfxd 2 0 0,312 8ff 44/6, 38/1) 10 ce) We Lever & Unilever, Ord. £1. .\ he rn ae 
1h | 66 reas.Stk.2 pee ‘| ; . 8 2.3 9 5f{ 63/-| 51/9| 15 ¢| 15 ¢| London Brick, Ord. Stk. {1.|) 53/ /3 
| ltreen Sex st/inonsPeiscey | tea eed 118 10/310 6f| 82/9| 69/6| 15 a| 45 6 | Marks & Spencer ( An) 2h" a ae eu : 
44 | 99 \Treas. Stk. 34% June 15 977-80 1043 104 «1:14:10, 3 6 Of 44/ | 33/3| ‘ial 176) P’chin nson, Ord Stk. 10) Bb | foe | a a7 Oo 
92 86} | Redem: Stk. 3 Oct.1, 1986-96 | Q2xd| 9lixd 118 5,3 7 OJ 50/3| 41/-| 8a! 4 6) P. & O., Def. Stk. £l.sseees!! od % 29 SF 
%% 90 |lWarLona 335 — 1952) 95% cor 2 0 6.3214 Off 35% | 27k t77P,¢ |t77% c | Prudential, ‘A’ £1 ......... way Be Ee 
2& | 68) | wns} %o (alter Dec.1,1952)), Ooi toixd 118 1/3 9 3f| 70/28) 59/3| t2ha| t5 | “Shell” Transpt.,Ord.Stk.£1)/ 56/- | 55/6 | 410 1 
S| 2b |iBrit. Bl. 492 Gd Apr. 1, 1968-73) Setxd Q6ixd 1:16 9 3 4 41) 56/74) 50/- abe | tah ieee oe eran A.) “1 aise @ 
int Sh Brit, Bl. 3% Gd,Mar.15, 1974-77), _954xd_ 95h ay 3s ota oh o| ‘del ti Beg te Newall, Ord. Ste. fil| 81/- | 8/- |3 9 9 
my | fey |paeeiacNone ove TS) 103 1G Tae o/s Gad wee) av-| Bo] We [Unie casio Ort SiAl:)) ye | w/e Su 
> 2 | Brit. Tpt. 3 Caa nL 1968-7 xd) 96jxd 11611|3 4 61 48/4§| 41/9| 2745) 15 @ | Woolworth (P. W.) Ord. “l | 

th) 854 | Brit. Gas Gd. 3% May 1, 1990-9 Sh | 3h 118 o;3 7 OF 
t 


date. Such yields are marked ‘I’. © this rule there is one exception 
cent) on which the yield is taken to earliest date and marked ‘é. 
are calculated after allowing for tax at 9s. in g. (f) Flat yield 


mpd at att ‘data Sach ies are marked tion that all dated stocks will be 
ing ¢ 
(») Net 
Assumed average life 14 year 2 months 








(a) Interim. (0) Final. ©) Whole year. (d) Int. paid half-yearly  ()) To latest 
redemption date. f Free of tax. (m) Yield basis 35%. in) Yield basis 263% after 
capital bonus. 


ak 
a 
ays 







































aie RS 
See IEE: 


food 
Sint) 
oe 












536 
COMPANY MEETINGS 





THE DISTILLERS COMPANY, LIMITED 


RECORD TRADING PROFIT 


MR HENRY J. 


The seventy-third annual general meeting 
of the company was held in the North 
British Station Hotel, Edinburgh, on Friday, 
September 15, 1950, when the chairman, Mr. 
Henry J. Ross, presided. 

The chairman said: As usual, I propose 
to preface my statement with a reference to 
changes in the constitution of the board 
which have taken place in the course of the 
past year, or which are immediately immi- 
nent. The report lists the names of three 
new directors who have been L since 
the last annual general meeting, and you will 
be asked to give your approval of these ap- 
pointments later in these proceedings. 


Apart from Mr. Connell who retires by 
rotation but who does not seek re-election, 
two other directors—Mr. Adams and Mr. 
Comery—are due to retire from active 
business at the end of the present month in 
accordance with the provisions of the com- 
pany’s superannuation scheme. 


You will observe from the report that these 
two gentlemen are to retain their director- 
ships for a period during which they will act 
in a consultative capacity. As this is a de- 
parture from the company’s established 
practice, a word of explanation is necessary. 
I think it is generally known that the majority 
of the company’s directors are wholetime 
working executives, and as such, are due to 
retire at age 65 in terms of the superannua- 
tion scheme. It is felt that, with a life-time’s 
experience of our activities behind them, they 
can still be of great value to the company 
and the intention is to retain them as direc- 
tors without executive duties for a period of 
three more years, during which time they will 
attend the regular meetings of the board. 

The statement of accounts discloses that 
the manufacturing and trading of the 
company and its subsidiaries for the year 
ended March 31, 1950. amounted to 
£12,837,691. This is a record for the com- 
pany and compares with £10,361,857 for the 
previous year. To the profit is added income 
from investments and other sundry items, 
making a total revenue of £14,082,826. Taxa- 
tion requires £6,421,948, and after i 
provisions for depreciation, writings off, an 
allowance for interest of outside shareholders 
of subsidiary companies, the net profit attri- 
butable to the group is £5,930,557 as against 
a corresponding figure in the previous year 
of £4,756,623. 

The revenue reserves of subsidiary com- 

ies have been strengthened by the trans- 

s thereto of £1,222,814 while the board 
has agreed to appropriate £512,923 to general 
revenue reserve in the books of the parent 
company. At the same time the directors 
agreed to appropriate £100,000 from the in- 
vestment reserve and to use it in reducing 
the book values of certain investments in 
subsidiary companies, 


The balance available is [4 and 
after providing for the divi s distri 
or recommended, the carry forwards are 
increased by £1,742,955 making them 
£5,986,353. 


BOARD'S DIVIDEND POLICY 


It may be noted that of the net profit 
attributable to the group—that is after taxa- 
tion and all charges—42 per cent. was ear- 
marked to stockholders by way of dividends 
and 58 per cent. was “ ploughed back” into 
the business by way of reserves or increased 
amounts carried forward. In considering this 


ROSS’ REVIEW 


policy the board had due regard to all rele- 
vant factors and particularly that of restraint 
in declaration of dividend and the necessity 
of conserving cash resources to meet com- 
mitments for capital expenditure, etc. On 
May 4, 1948, to save any misunderstanding, 
the board announced that 28 4/7 per cent. 
was the standard by which a policy of divi- 
dend restraint should be measured. Since 
that date the issued capital has been increased 
and the equivalent rate works out at slightly 
over 19 per cent. For the year to March 31, 
1949, the dividend rate based on the new 
capital was 18} per cent. 


In all the circumstances the board decided 
that the correct course was to recommend a 
final dividend on the ordinary stock of 
7 1/5d. per 4s. unit, which with the interim 
dividend already paid, made 9 3/5d. per unit 
for the year, equivalent to 20 per cent., all 
less income tax. The increase in the amount 
actually distributed is £206,606. 

In view of the small increase granted to 
the ordinary stockholders, and to mark their 
appreciation of the services of th: works and 
office staffs in making possible the record 
level of profits, particularly from desirable 
export markets, the board decided to grant 
an export incentive bonus to all employees 
having six months service in the group and 
in active employment at the date of payment. 
This will be at the rate of 24 per cent. of 
salary or annual equivalent of normal weekly 
wage and is additional to the monetary bonus 
of 73 per cent. previously granted to the 
staffs. The board believes that the stock- 
holders will give full endorsement to this 
decision. 


PROFIT FACTORS 


The profits of the group increased by 
nearly £2,500,000 and it is desirable to make 
reference to two factors which played a ve 
in this result. Firstly, in September, 1949, 
immediately following the announcement of 
devaluation of sterling, the company, in ac- 
cordance with the Government’s wishes, 
adjusted the sterling prices of Scotch whisky 
exports to the U.S.A., Camada and certain 
other markets. These adjusted prices brought 
additional revenue to the blending companies 
and are still in operation. It must be re- 
membered, however, that as an offset, costs 
of production and of selling have risen quite 
substantially. Secondly, the group received 
a satisfactory and encouraging return from 
part of the expansion scheme, although it will 
be some time yet before the full benefits are 
available. 


BALANCE SHEET 


The legal balance sheet of the compan 
calls for the following comments: : 
(1) The issued ordinary stock of the com- 
pany shows the increase brought about by 
the capitalisation of £7,512,923 of the revenue 
reserves and the a tion of this to the 
ers by the allotment of 
aoe, puend of stock for every two pounds 
> 
and (2) Investments in subsidi com- 
aiiews and trade —— both a sub- 
increases since 1 report, 
and these reflect further payments in connec’ 
tion with or owes [rae As a 
consequence the net liquid assets - 
pany show a reduction ae 
In the consolidated balance it wi 
be noticed that the amount of ei . 


higher by a little over £2,500,000 due to 
development of the expansion ae 
Current assets also show a substantial in- 
crease, while current liabilities remain much 
the same as in the previous balance sheet 
While the issue of new ordinary stock durin; 
the year required the capitalisation ot 
£7,512,923 of available reserves, the total of 
reserves and surplus at March 3}, 1950, at 
£29,063,463 is only £3,372,453 less than at 
the previous balance. Issued share capital 
and reserves are over £4,000,000 higher, te- 
presenting the increased strength of the 
organisation, 


FINANCE FOR EXPANSION PROGRAMME 


The board when agreeing to undertake the 
expansion programme gave very careful con- 
sideration to the eventual costs. Since then, 
however, factors have arisen to cause 
amendment to these figures. These are:— 


_ (1) The costs of the programme are prov- 
ing to be in excess of the estimates ; 


(2) As development has progressed certain 
addi and costly extensions have proved 
necessary; 


(3) The additional working capital re- 
quired to finance the holding of stocks at 
increased values and the replacement of plant 
and machinery; 

and (4) The essential allocations for taxa- 
tion, particularly for profits tax, have been 
substantially above the estimated amounts 
taken into account. . 


In addition, it has now been agreed by the 
board to extend and to modernise the blend- 
ing and bottling plants of certain of the large 
subsidi companies, 

As a consequence the company considered 
it advisable to make application to the 
Treasury for permission to borrow 
£10 million by way of unsecured loan stock 
for a limited period with repayment starting 
at an early date. The necessary consent has 
been granted. 


It has been decided to borrow the money 
from certain corporate investors. The stock 
is divided into two serials. The first, 
£4,000,000 34 per cent. stock serial, issued 
at par, to be repaid by four annual instal- 
ments of £1,000,000 starting in 1952 and 
finishing in 1955. The second, £6,000,000 
348 per cent. stock serial, issued at par, to 
be repaid in four annual instalments of 

000,000 starting in 1956, with a final one 
of £2,000,000 in 1960. It is expected that 
the money will be available to the company 
on September 20, 1950. 


In connection with the increase in taxation 
to which reference has been made, it 1 
appropriate to mention that in the past two 
ears the total cost of taxation to the group 
as been a little under £12 million. Taxa- 
tion at the present high level is causing con- 
siderable anxiety to those responsible for 
the carrying on of industry, as it is proving 
a severe drain on the resources of the com- 
sarong concerned, reducing the amounts they 
ve available for renewals of plant and 
machinery, the carrying of additional desirable 
stocks and the development of new projects. 
As forecast to stockholders at the previous 
meeting, a pension scheme has been 
by an agreement and deed of 
trust under which the company and certain 
of its subsidiaries will ee ae, “ 
secure i t nsions exist- 
Aor 1 1980. “These Elesmenies - 
also provide for payment in due course 
and cae oe 
their widows and dependents. is sc 
has received the approval of the Inland 
the poe to = scheme has reported that 
the superannuation and provident reserve of 
the group are in the aggregate more than 
ver the amounts required at 
. It will be noticed from the 


: 


It is satisfactory that 
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gccoun t certain investments have been 
— - transfer to the trustees of the 
. The board is confident that this 
will have the full sympathy of the 


stockholders. 


WHISKY DISTILLING 


‘no the year under review the com- 
aay eile Bi grain distilleries secured 
good outputs, and these enabled the blend- 
mg companies to make very welcome addi- 
tions to their stocks of maturing whiskies for 
use in the years to come. 

cask position, however, still gives 
an but members may rest assured that 
everything possible is being done to surmount 
these difficulties. 


SCOTCH WHISKY SALES—HOME AND EXPORT 


For two successive years reference has 
been made to the very meagre allocation of 
Scotch whisky available to the home con- 
sumer, but on this occasion I am able to 
report some modest degree of improvement 
in this respect. The usual consultation has 
taken place between the industry and the 
Ministry of Food regarding releases for the 
year ending April 30, 1951, with the result 
that the releases for the home market may 
be increased from 2,000,000 to 2,600,000 
proof gallons. This relaxation on the part 
of the Ministry was accompanied, however, 
by a demand for a similar increase of 
600,000 proof gallons in the volume of 
exports. 

While the increase in home trade supplies 
is by no means large, it will at least provide 
some degree of relief and should make the 
obtaining of proprietary Scotch whisky a 
little easier than it has been for some years. 


Under last year’s arrangement with the 
Ministry of Food the releases for home trade 
consumption were pegged at 2,000,000 proof 
gallons for the industry as a whole but the 
actual releases for that period were more 
than 50 per cent. in excess of the prescribed 
figure, being in point of fact over 3,000,000 
proof gallons. A large part of these additional 
releases took the form “of supplies of Scotch 
whisky which were only available to the 
trade and to the public at prices very sub- 
stantially in excess of the prices at which our 
brands are sold. It is to be hoped that the 

itted increase of 600,000 proof gallons 
or the current period will have the effect of 
reducing the demand for these highly priced 
supplies, and so in some degree regulate what 
has been a most unsatisfactory position. 


At the same time, however, it must be 
pointed out that the prospect of reaching 
pre-war volume of sales in the home market 
is extremely remote—in fact, it seems quite 
impossible of attainment so long as the 
Present rate of duty continues. In spite of 
further representations made to the 
Chancellor of the Exchequer prior to the in- 
troduction of the budget in April, no reduc- 
ton has been made in the fantastically high 
figure of £10 10s. 10d. per proof gallon. 
As a result of this, Scotch whisky has been 
Placed beyond the purchasing power of many 
would-be consumers and is now i 
regarded as a luxury instead of being within 
the reach of everyone as it was in the past. 


During the year under review the demands 
for the group’s brands in the United States 
of America and in Canada were well main- 
tained, but business with certain South 
American countries continued very difficult. 
The Board regrets that once again shipments 
& oe currency” markets had to be 


In South Africa, good shipments were 
effected during the second half of the calendar 
Yeat 1949. Since then importation of alcoholic 
beverages has been prohibited. It has now 
one ee eas permits will 
to importers on a ent- 

‘ge of their imports during the calabien yest 


1948. Whilst the quantities for entry will 
prove _— inadequate to meet demands, it 
is satisiactory that this important market is 
Opening up again to some extent to our 
products. 


GIN 


I am happy to.report a satisfactory year’s 
trading on the part of our gin companies. 


Sales show substantial increases in both 
home and exports markets which is at once 
a reflection of the popularity of our brands 
of gin with the public, and a tribute to their 
high standard quality. 


As regards our gin plant at Linden, New 
Jersey, here also it is pleasant to report 
excellent results. Indeed, our American gin 
sales during the year under review constitute 
a record. 


YEAST 


Production at the company’s yeast fac- 
tories continued at a high level, and reason- 
able profits were derived from this section. 
As will be explained later on, the price of 
molasses for delivery in the near future is 
uncertain, and it may well prove necessary, 
in course, to offset the anticipated rise in 
price of this main raw material by an increase 
in the price of yeast to the consumer. 


INDUSTRIAL SECTION 


I am glad to say that the year under review 
has been a very active and satisfactory one 
throughout the industrial branch of the 
company. 


Reflecting, no doubt, the general improve- 
ment in trading conditions in most indus- 
tries, the demand for industrial alcohol and 
the chemical products which we manufac- 
ture, has shown a substantial increase during 
the past year, including an expansion in our 
direct chemical export trade. In my previous 
report, I stated that there appeared to be a 
prospect of securing forward supplies of 
molasses at reasonable prices, and we were 
fortunate in covering our requirements for a 
greater part of the current year. The further 
outlook, however, is much less favourable, 
due partly to the shortfall in the Cuban crop 
last season, coupled with the unexpectedly 
high demands for molasses from the U.S.A., 
and, indeed, throughout the world. At the 
moment, the forward position is obscure, 
but there appears to be every likelihood of a 
substantial rise in the price of molasses. Our 

urchasing arrangements through The 
United Molasses Company Limited will, we 
hope, safeguard our position as far as it is 
possible in an admittedly difficult market. 


The major expansion scheme at the Hull 
factory of British Industrial Solvents is now 
nearing completion. During the past few 
months, various sections of the programme 
have been successfully commissioned, and 
these are now making an important addition 
to the range of solvents, plasticisers and 
chemical intermediates produced at this fac- 
tory. 


GRANGEMOUTH PROJECT 


The progress made in the petroleum 
chemicals project at Grangemouth, under the 
auspices of British Petroleum Chemicals 
Limited in which we are associated with The 
Anglo-Iranian Oil Company Limited, is very 
well maintained. The operation of this 
plant will considerably strengthen our posi- 
tion in the supply of important chemical raw 
materials. Among other products to be pro- 
duced at Grangemouth, will be a large 
quantity of synthetic ethyl alcohol which will 
assist in alleviating the difficult molasses posi- 
tion previously referred to. Some months 
ago it was announced in the Press that it was 
proposed to erect a plant at Grangemouth to 
manufacture styrene monomer, mainly re- 
quired as an intermediate for the manufacture 
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of polystyrene, a plastic material for whi 


there is a large potential demand in 

country. A new company—Forth Chemi- 
cals Limited—has been formed jp carry 
through this development, the capital of 
which is held as to two-thirds by aoe 
Petroleum Chemicals Limited and one-thir 
by Monsanto Chemicals Limited. This pro- 
ject is part of our general plan to develop 
at Grangemouth the manufacture of deriva- 
tives from the new materials made available 
to us from the petroleum chemicals plant 
to which I have made earlier reference. 


Our business in liquid and solid carbon 
dioxide has continued to expand during the 
year, and has necessitated further extensions 
in hand, and planned, to our productive 
facilities. _The unrivalled services which 
our subsidiary Carbon Dioxide Company, 
Limited, is able to offer from its many pro- 
duction points strategically located through- 
out the country, together with the high 
quality of its products, should ensure that we 
continue to obtain our share of this expand- 
ing trade. 


PENICILLIN AND OTHER OPERATIONS 

The penicillin factory at Speke, Liverpool, 
has again had a satisfactory year. The im- 
provements and additions to the plant are 
practically complete, and the present rate of 
production and sales is now more than 2} 
times the output last year. We have recently 
marketed two new forms of penicillin, 
“ Distaquaine ” (an aqueous suspension) and 
“ Distaquaine Fortified,” both of which have 
been extremely well received by the medical 
profession, incorporating, as they do, im- 
proved methods for administering penicillin. 
Development work is continuing with results 
which it is hoped will enable the company 
to make further contributions to this field in 
the future. 


There has been a marked recovery in the 
plastics industry generally, from which we 
have benefited. The full output of the British 
Geon polyvinyl chloride plant at Barry, South 
Wales, has proved insufficient to meet con- 
sumers’ demands, and a 5€ per cent. increase 
in capacity will shortly commence produc- 
tion. The outstanding quality of Geon poly- 
vinyl chloride is widely recognised, and is 
opening up a constantly expanding field of 
application. 


The British Resin Products factory at Barry 
is now complete, and their operations at 
Feltham and Tonbridge have been trans- 
ferred to Barry The wide rarge of products 
made at this factory includes thermosetting 
and thermoplastic moulding powders; paimt 
and varnish resins ; resins for the impregna- 
tion of wood, paper and fabric; and syn- 
thetic adhesives. A recent addition is 
polystyrene, which should prove of value to 
our trading operations. We are now begin- 
ning to derive benefit from the centralisation 
of our plastics production in South Wales, 
which provides greater and improved facili- 
ties not only for production, but also 
research and development. 


Our associate companies in Australia and 
South Africa continue to make progress in 
their respective chemical fields, with satis- 
factory trading results. 


The company’s extensive research services 
continue to play an important part in the 
development programme in which we are 
now engaged Although our research is 
primarily for this purpose, it is gratifying to 
record that a number of processes developed 
by our research department have attracted 
interest in various parts of the world, par- 
ticularly the U.S.A., and the licensing of 
these will, it is hoped, make an increasing 
contribution to our revenue 


FUTURE PROSPECTS 


While it is not desirable under present 
world conditions to make any forecasts, it 1s 
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satisfactory to report that, so far as the 
current year has gone, the profits earned by 
the company are in excess of the standard of 
the year to March 31, 1950. 


STAFF 


During the year several directors and 
executives paid visits tc the United States, 


Canada, Australia and several other countries. 
As a result constant contact has been con- 
tinued with these important markets. 

Once again it is a pleasure to pay tribute 
to the staffe—both in works and offices—for 
their excellent work, their devotion and their 
loyalty throughout the past year. 


The report was adopted. 





THE MERCANTILE AND GENERAL 
REINSURANCE COMPANY, LIMITED 


ANOTHER SATISFACTORY YEAR 
LARGE EXPANSION IN PREMIUM INCOME 
MR HUGH KENNETH GOSCHEN’S STATEMENT 


‘The annual general meeting of The Mer- 
cantile and General Reinsurance Company, 
Limited, will be held on October 3, 1950, 
at the company’s chief office at 25-31, Moor- 
gate, London, E.C.2. : 

The following is a statement by the chair- 
man, Mr Hugh Kenneth Goschen, which 
has been circulated with the report and 
accounts for the year ended December 31, 

Before I deal with the accounts, there are 
two matters connected with the directorate 
to which I would like to draw your atten- 
tion. First of all, we are now obliged, under 
the Companies -Act of 1948, to pass a resolu- 
tion when it is proposed to re-elect a director 
who has reached the age of 70. This year 
Mr Hurlimann has celebrated his seventieth 
birthday and accordingly a resolution to re- 
elect him will be proposed at the annual 
general meeting. Mr Hurlimann was one 
of the founders of this company and has 
watched over its fortunes ever since with a 
fatherly interest. The company has profited 
immeasurably from his wise counsels. I 
commend this resolution most warmly to 
your attention. 

Mr Anthony Binny has been appointed 
a director and you will be asked to confirm 
the appointment at the general meeting. Mr 
Binny has a wide knowledge, particularly of 
investment matters, and his advice has 
already been of much assistance to the com- 
pany. 


THE ACCOUNTS 


The accounts for 1949, which are now 
submitted for your approval, show that the 
company has again had a satisfactory year. 
The net premium income, amounting to 
2 re got ns against £3,595,388 in 1948, again 

ws a large expansion. It is satisfactory to 
mote that this rise in premiums has been 
absorbed without difficulty; indeed, there 
has been a welcome increase in the com- 
pany’s resources. 

It will be seen that the 1949 accounts have 
been drawn up in a slightly different form. 
During the year there were wide variations in 


_exchange rates ; the devaluation of sterling in 


September, 1949, was, of course, a factor of 
major importance. We decided, therefore, 
that it would give a better picture of the 
company’s underwriting results if we were 
to pass profits and losses on exchange to the 
provision for foreign exchange and invest- 
ment fluctuations which was set up some 
years ago. Accordingly, in the 1949 
accounts, the incoming reserves for unearned 
premiums and outstanding losses have been 
revalued at the exchange rates ruling at the 
end of the year and the resulting differences 
have been transferred to this account, to- 
gether with the difference after adjusting the 
currency balances held abroad. The net 
exchange loss on the adjustment in the fire 
and miscellaneous and marine accounts was 
£87,409 and, as will be seen, this has been 
made good by a transfer from profit and loss 
account. These exchange losses could and 


would have been largely avoided if our Ex- 
change Control authorities had allowed us 
to hold sufficient foreign currency assets to 
cover the foreign currency liabilities, 


DEPARTMENTAL RESULTS 


I now turn to the departmental results. 
You will notice that the net premium of the 
fire and miscellaneous account is £3,643,898, 
against £3,027,749. Thanks to the loyalty 
ot our numerous connections at home and 
abroad, and to the new contracts arranged 
in the previous year, we were able to parti- 
cipate in the general expansion of premium 
income. The enhanced sterling value, follow- 
ing devaluation, of our important business 
deriving from hard currency countries also 
contributed to the increase. 

The general experience of our fire depart- 
ment in 1949 was good, both in the British 
home and general foreign field, and also in 
almost all the oversea countries where we 
now do business. Notwithstanding this 
favourable overall result, the future is 
clouded by the increasing frequency of large 
fires of doubtful origin. It is, of course, well 
known that the Communists regard sabotage 
and arson as important weapons in their 
campaigns, and one cannot exclude these as 

« possible causes. If the initial Communist 
successes in Korea should embolden their 
supporters to extend these methods, the 
losses to the insurance market may well be 
considerable. We have accordingly thought 
it prudent to strengthen the company’s in- 
ternal reserves against such dangers. 


ACCIDENT DEPARTMENT 


The experience of the accident depart- 
ment has been similar to that of other post- 
war years. The general third party business 
has again heavy, as has the motor 
business. The derationing of petrol in the 
United Kingdom and the re-emergence from 
storage of many worn-out motor cars are 
prejudicial to our endeavours to secure an 

y improvement. The aviation loss is still 
heavy, but fortunately less than in the pre- 
vious year. 


MARINE DEPARTMENT 


In the marine department the 1947 
account has now been closed with a profit, 
after deduction of tax, of £5,978. This is 
retained in the fund, which now stands at 
115.1 per cent. of the premiums, as against 
103.6 per cent. at the end of 1948. Devalua- 
tion, which will adversely affect the cost of 
hull repairs in hard currency areas, and the 
lower rates now being quoted for cargo risks 
give us cause for some concern. Such un- 
favourable features are reflected in our 
figures with considerable delay, owing to the 
extent to which the business reported is 
derived from years prior to that under 
review, but we are confident that our fund 
is fully adequate to meet all contingencies. 


LIFE DEPARTMENT 


Nineteen forty-nine marks the end of a 
quinquennium in the life department and 
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the valuation has again been mad 
O.M. (5) table using an interest rate of 
per cent. Our actuary has reported a surplu 
of £60,135 and this is being retained in’ th: 
fund. In spite of the rapid gtowth of the 
life account, the department has maintained 
its strong and healthy position. The net new 
business written during 1949 amounted to 
£5,485,000 sums assured ; a record total 
which compares with £4,837,000 in 1948. 
During the last quinquennium the total 
net business in force has more than doubled - 
a large home portfolio has been built up, but 
it is in our business with life companies over. 
sea that the expansion has been greatest. In 
the United Kingdom there is still room, I am 
sure, for considerable expansion ; in spite of 
the activities over two centuries of companies 
whose names have now become household 
words, the British public has not yet become 
life assurance conscious to anything like the 
same extent as in America. The latest figures 
(1949) show that the average amount of life 
assurance per head in the United States of 
America was equivalent, at the present rate 
of exchange, to £520 against £120 per head 
in the United Kingdom. Although some 
allowance must be made in the case of the 
United Kingdom for the life assurance 
benefits under the National Insurance Act, 
these figures should surely tempt companies 
here to make determined efforts to increase 
their business; the “Mercantile and 
General” is always ready to help them. 1 
realise, of course, that in the United King- 
dom the strength of our long-established life 
companies makes it possible for them to 
retain all but the largest proposals, and these 
companies will always transact a large pro- 
portion of the home life assurance business. 
However, we wrote over £2.000,000 of new 
business from the home market in 1949, and 
a growing proportion of this came from some 
of the larger companies, who are showing 
greater appreciation of the services which a 
professional reassurer can render. 
INVESTMENT DEPARTMENT 


The investment department had a difficult 
year. Most of the company’s portfolio, 
which at December 31, 1949, amounted to 
£4,173,031, has been purchased in recent 
years and there is consequently only a small 
margin between the balance shect value and 
— market value. We were, however, 
ortunately able to switch a large proportion 
of our funds into short-dated British Govern- 
ment securities in the early summer of 1949 
and so avoided the big fall which occurred 
in the market shortly afterwards. In the 
result, our investments showed an actual ap- 
preciation of 2.32 per cent., representing a 
fall of only 4.34 per cent. over the year, 
which compares favourably with the average 
depreciation of government stocks (exclud- 
ing very short-dated) over the year of 6.80 
per cent. 


NATIONALISATION 


Last year I referred to certain proposals 
of the Labour party which I felt could only 
be interpreted as a threat to nationalise the 
insurance industry. In spite of a general 
election which one would have thought made 
it abundantly clear that the British public 
want no more nationalisation, the La 
party, in a recent statement of policy, have 
not withdrawn these proposals. They may 
realise the anxiety which this policy causes 
at-home, but they surely do not appreciate 
the extent to which public opinion oversea 
has been moved by these threats against the 
freedom of the British insurance market. Our 
officials, when they travel and when our 
many oversea friends call on us here, are 
constantly being asked about nationalisation. 
We endeavour to reassure our fri:nds on this 
subject by our own confidence that British 
common sense will prevail. 


THE OUTLOOK 

If I had had to write. these notes six 
months I could have painted a picture 
of general conditions favourable to our bust- 
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The improvement in the gold and 
jolla holdings of the sterling area; the 
prospect that the European Payments Union 
‘ould bring a general easing of restrictions 
on international payments, so important for 
this company ; the removal of some war- 
ime controls here; the gradual revival of 
nternal trade and of international trade ; all 
these factors had induced a growing feeling 
of confidence in the future. Alas, that confi- 
dence has been seriously undermined by the 
outbreak of war in Korea, and r.ow, even if 
no worse disasters befall us, we have to face 
the expense in manpower, in materials and in 
fnance of a large rearmament programme— 
and this applies to many of the countries 
where we carry on business. Even if Ameri- 
can buying induced by the necessity for 
rearmament has helped to solve Europe’s 
dollar problem, the next years will be difficult 
for insurance ; im particular, we have the 
growth of sabotage to which I have referred 
and, on the economic side, the inflationary 
trend that must inevitably result from big 
defence programmes which so _ many 
countries are being forced to undertake. 
Thanks, however, to the conservative policy 
which the company has adopted in the past, 
] believe that it is adequately equipped to 
meet every call that may be made upon it. 


TRIBUTE TO EXECUTIVE AND STAFF 


Finally, I would like, on behalf of my col- 
leagues on this board and myself and, I am 
sure, of all the shareholders, to thank the 
management and staff for their good work 
throughout the year; 1949 produced many 
new and difficult problems, especially those 
brought about by the devaluation of sterling. 
Everyone has made his or her contribution 
to solve them. Mr Calburn, our general 
manager, has been tireless in his efforts to 
build an organisation capable of dealing with 
the increased business in the same efficient 
manner as has been our pride in the past. I 
shall have much pleasure in proposing a vote 
of thanks at the general meeting. 


E. W. TARRY AND 
COMPANY, LIMITED 


SATISFACTORY RESULTS 


The annual general meeting of E. W. Tarry 
and Company, Limited, was held on Septem- 
ber 15th in London. 

Sir H. Fortescue Flannery, Bart. (the chair- 
man), said that despite the drop in net profits 
of £19,004 they could consider the results 
satisfactory, having regard to the exceptional 
wading conditions that prevailed in the 
Union where their branches had felt the 
effect of nine months’ restricted imports. 

_ Owing to the continuance of import control 
in the Union, it was to be expected that the 
tock figure would be lower and it would be 
observed that it had decreased by £156,200 
as at March 31, 1950, to a figure of £622,325. 
The board had paid particular attention to 
the valuation of stock, and gave instructions 
to the management to ensure that all spares, 
slow moving and obsolete gocds were 
adequately marked down. An increase in 
ors was to be found at Lusaka, the 
thern Rhodesian branch, where there had 
a notable expansion in trade, which had 
resulted in an increase in the amount of 
Ctedit given to customers. 
{Is capital reserves now amounted to 
ie revenile reserves stood at 
8.017 and were higher by £33,730. 
e ugh supplies of overseas goods were 
et restricted by import control, the 
fect their Union branches were satis- 
pa having regard to the unfavourable 
hailing conditions. “Their Rhodesian branches, 
png free from import restrictions on goods 
an the sterling area, produced higher sales, 
dann result that the aggregate turnover 
fierce any was only slightly lower. ‘The 
Cat. on the mamended a dividend of 15 per 
The report was adopted. 
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FURNESS WITHY AND COMPANY, 
LIMITED 


BUSINESS WELL-MAINTAINED 
SIR ERNEST MURRANT’S STATEMENT 


The fifty-ninth annual general meeting of 
Furness Withy and Company, Limited, will 
be held on October 5th in London. 

The following is an extract from the 
statement by the chairman, Sir Ernest H. 
Murrant, K.C.M.G., M.B.E., circulated with 
the sapets and accounts for the year ended 
April 30, 1950:— 

From the profit and loss account it will 
be noted that the amount dealt with in the 
parent company’s account is £557,933, after 
providing for all expenses, depreciation and 
taxation. In the final analysis there is a 
disposable surplus of £803,934, out of which 
the preference share dividends have been 
paid, and the directors recommend that 
£200,000 be transferred to. fleet replacement 
account ; that a dividend of 8 per cent. per 
annum, less income tax, be paid on the 
any stock, and that £298,684 be carried 
forwar 


DIVIDEND DISTRIBUTION 


The question of the dividend distribution 
has been given most careful consideration. 
Your directors are not bound by any under- 
taking to limit the distribution; a dividend 
of 8 per cent. per annum may well be 
tegarded as a very reasonable return on the 
ordinary stock of the company, but looked 
at in a different light it may appear to be 
very meagre return on the amount of capital 
actually employed in the business. The main 
considerations, however, are public policy 
and domestic policy. In regard to the 
former, there are potent arguments that a 
higher rate of distribution would be inad- 
visable. Your directors are, however, more 
concerned with domestic policy, and what 
is best in the interests of the company and 
stockholders. 

Reference to the consolidated balance sheet 
will give an indication of the strength of our 
reserves and provisions for taxation and 
contingent liabilities, etc. Our resources in 
the shape of cash balances and quickly 
realisable investments also appear to be 
ample. But we have still to meet some four 
and a quarter million pounds for new 
tonnage contracted for at April 30th and not 
yet brought into the accounts; substantial 
amounts which have been provided for taxa- 
tion have to be met in cash, and the cash 
balances are needed to a large extent for 
the working capital of our various organisa- 
tions throughout the whole world. In these 
days of high operating costs, etc., the amount 
of working capital required to carry on a 
world-wide business of this nature is very 
heavy. 


HIGH COST OF NEW SHIPS 


All these things can, however, easily be 
taken care of without materially affecting the 
question of dividend distribution one way 
or the other. But what does concern your 
directors is the problem of maintaining the 
company’s business having regard to the 
present high cost of new ships on the one 
hand and the current methods of assessing 
taxation on the other hand. Our principal 
business is to own ships and to operate 
trades in which the ships are employed. 
Therefore, in order to maintain our business 
and to retain our trades—or to put it another 
way, in order to maintain our stockholders 
capital and to earn a reasonable return 
thereon—we must have ships. With = rod 
onnage brought into commission in the 
ae years, and the additional ships con- 
tracted for and under construction, our 
associated fleets are all in a good state of 
efficiency, but ships have a limited life, and 


within a cycle of approximately 20 years a 
whole fleet becomes subject to renewal. 
During the war years we lost approximately 
half our combined fleets. 

The replacement of those lost ships has 
been completed but the process has been 
costly. We have also made a start with 
the replacement of some of the older ships, 
and this procedure must be continued. It 
18 a process which is unavoidable ; and in 
the fulfilment of the process, shipowners are 
peculiarly handicapped by current methods 
of assessing so-called profits for taxation. 

It is a matter of national interest, as well 
as a shipowner’s problem, that our merchant 
fieets should be maintained in volume and 
in a state of adequacy and efficiency. Know- 
ing that the problem would have to be faced 
up to, your company and its subsidiaries have 
created reserves, and we have conserved our 
cash resources to the maximum extent pos- 
sible, but the task of maintaining our fleets 
in tonnage volume as they should be main- 
tained and as we wish to maintain them is 
not made easier while vast sums of cash 
continue to be taken out of our business 
for taxation. 

CALL FOR TAXATION RELIEF 

If the Government wish to help industry 
and could be persuaded that it is the capital 
assets employed in industry which provide 
the bulk of national employment, I suggest 
that a start might be made by allowing some 
measure of relief from taxation on amounts 
specifically set aside for the replacement of 
wasting capital assets. 

During the past year seven new ships 
were added to the combined fleets; in the 
current year we hope to take delivery of 
six further ships, which will leave another two 
ships contracted for, but which will not be 
completed during the current year. 

The past year has not been free from 
anxieties which are more or less inherent in 
a changing world. Trade between North and 
South America has been badly affected by 
the state-owned and state-aided shipping of 
South American countries and the United 
States. The trade between U.K. and the 
Argentine has encountered various periods of 
uncertainty due to the difficulties that have 
arisen in the negotiations between the two 
countries for the renewal of meat-purchasing 
agreements. Our trade with Israel has been 
affected by political differences between 
Israel and the Arab states and by exchange 
restrictions, which have also adversely affected 
the North Pacific/U.K. trade. 


NEWFOUNDLAND TRADE 


The position which I reported last year in 
regard to our Newfoundland trade has shown 
no improvement. The fact remains that in 
the steamers Newfoundland and Nova Scotia 
we installed refrigerator and _ insulating 
machinery at a cost of £127,000, the weight 
of which is 430 tons in each ship, for the 
particular purpose of transporting Newfound- 
land fish to the U.K. Due to political 
changes and exchange problems we have 
been obliged to carry that expenditure and 
weight around, to and fro across the Atlantic, 
for over 300,000 miles without the refrigera- 
tor chambers ever once having been utilised 
for the purpose for which the machinery was 
installed. 

Taken as a whole, however, our business 
has been well maintained, and in some cases 
has expanded satisfactorily Indeed, the 
benefits to be derived from the widespread 
interests of a group such as ours become 
daily more apparent. 
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PINCHIN, JOHNSON AND: ASSOCIATES, 
LIMITED 
RECORD HOME SALES 
INDUSTRIAL DEMANDS INCREASING 
FURTHER OVERSEAS EXPANSION 
MR G. R. T. TAYLOR’S STATEMENT 


The annual general meeting of Pinchin, 
Johnson and Associates, Limited, was held 
on September 12th at the Connaught Rooms, 
Kingsway, W.C., Mr G. R. T. Taylor (the 
chairman) presiding. 


The following is the chairman’s statement 
circulated with the report and accounts for 
the year ending March 31, 1950:— 


The report of the directors has referred to 
the resignation as a director of Mr C. G. 
Heywood, who has been advised by his 
doctors to curtail his activities. 


I am honoured to have been chosen to 
succeed him as chairman, and before pro- 
ceeding with a review of the year’s operations 
should like to pay a tribute to your late 
chairman. 


Mr Heywood had been a director of your 
company for many years, and has had a 
long experience and possesses a wide know- 
ledge of the paint industry. This he has 
agreed to continue to p'ace at the disposal 
of your company by acting in a consultative 
capacity for approximately the next three 
years. 


Your late chairman has not, therefore, 
completely severed his connections with the 
company, and your directors will have the 
benefit of Mr Heywood’s valuable advice 
when required to assist them with the many 
problems which arise in a business with such 
world-wide activities as your own. 


I am sure you will join me and my co- 
dire-tors in hoping that the less onerous 
nature of Mr Heywood’s duties will enable 
him speedily to regain his full health. 

Your attention is drawn to certain items 
in the accounts as follows :— 


PARENT COMPANY’S BALANCE-SHEET 


Simce the date of our last balance-sheet, 
the company has issued 876,600 ordinary 
shares, which were offered to existin 
ordinary shareholders in the proportion 
one share for every five then held, at the 
price of 26s. a share. 


The proceeds of the issue, after deducting 
expenses, amounted to £1,108,032, against 
£1,107,580 estimated, and the net premium 
obtained of £669,732 has been added to the 
share premium account, increasing this to 
£1,759,507. 

The ordinary share capital now issued is 
£2,629,800, compared with £2,191,500 in the 
previous year. 

You will note that fixed assets have in- 
creased by £190,470 after deducting depre- 
ciation, and net current assets by approxi- 
mately £942,000, most of the latter being 
represented by cash. 

The programme of expansion envisaged 
when the capital was enlarged has not yet 
been completed, but substantial capital ex- 
penditures have’ been made since March 31, 

950, to which I will refer later in this 


CONSOLIDATED BALANCE-SHEET 
The increase in the issued capital of the 
parent company and the premium obtained 
thereon, mentioned earlier, has sustantially 


added to shareholders’ funds, which at the 
date of the balance-sheet amounted to 
£7,004,458, excluding the reserve for future 
taxation. 


The ordinary capital of £2,629,800 was 
therefore covered by net assets having a 
book value of £6,204,458. 

Transfers to share premium account 
during the year included a sum of £211, 
representing the company’s proportion of 
premiums obtained on ordinary shares issued 
by one of our subsidiary companies. 


In the last consolidated balance sheet 
under the heading of “ Employees’ pension 
and provident funds ” there was an item for 
£26,250 shown in the accounts of one of our 
subsidiary companies. Further information 
now available has revealed that this fund was 
misnamed as “ employees’” funds and is the 
property of the subsidiary company itself, 
created for the purpose of providing a reserve 
against possible future benefits to employees. 
In the present balance sheet the t com- 
pany’s proportion of the fund, ie., £19,687 
(75 per cent.), has been added to “ Other 
revenue reserves.” 


All other material transfers to reserves are 
indicated in the consolidated profit and loss 
account. 


The small item of capital issue expenses, 
amounting to £297, appearing in the previous 
balance sheet of a subsidiary company, was 
written off during the year. 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


The total net profits of the company and 
its subsidiaries for the amount to 


; year 
£1,201,351, against £1,276,435, a reduction 
of £75,084. : 


United Kingdom and overseas taxation has 
absorbed £19,772 less, and a smaller amount 
ts attributable to outside shareholders, leaving 
the parent company’s proportion of the con- 
solidated net profit at £485,234, a reduction 
of £33,199. 


The net profit derived from trading in the 
United Kingdom has been maintained partly 
by reason of an expansion in sales and partly 
by a greater and more ical production 
made possible by recent factory extensions. 
Material costs have continued to rise without 
a corresponding adjustment in selling prices. 

The decline in the total net profits of the 
overseas subsidiary companies is partly due 
to losses incurred by the new South African 
company in its first year of trading, accen- 
tuated by restrictions on the importation of 
machinery required to initiate production and 
by the German company during a period of 
reorganisation. 

This decline was materially increased by 
the coal strike experienced in ia for 
a period of six weeks, which had an adverse 
effect on the profits of your Australian sub- 
sidiary company for the year. 

The income from trade investments was 
affected by the loss in income from our asso- 
ciated company in China, where the position 
has become ! i 
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Your directors are kept well info 
the latest developments, and will — a 
action that is possible and appropriate to 
protect your interests. 

Of the parent company’s proporti 
profi ts dealt with in the subsidiary on 
—_ accounts, £32,862 has been trans- 
erred to reserves and £9,205 added to the 
carry forward of the subsidiaries. 


The appropriation of the final balan 
£443,167 has been dealt with in the rm Aa 
under review. It is gratifying to note that 
after maintenance of the dividend on the 
larger capital, and providing for tax on the 
profits earned to the balance-sheet date, the 
amount carried forward to next year in the 
perens company’s profit and loss account will 

ease by £75,175 to a total of £512,143, 


GENERAL REVIEW 


During the period under review the 
volume and value of sales in the United 

| again created new records. This 
was particularly noticeable in the large ex- 


pansion of our industrial precision finishes. 


Competition in the industry has become 
more acute, and the wide recognition of the 
superiority of our products is a source of 
pride to the management and staff. 


The directors’ report has stated that the 
trend of rising costs was checked during the 
or by more economical productivity 

ght about by recent replanning and ex- 
tension of our main factories. Our efforts to 


combat higher material costs were therefore 
successful. 


It is true to state that turnover must be 
maintained at a high level to secure a reason- 
able rate of profit on the real value of the 
capital employed, because under present 
competitive conditions the net profit per unit 
of output is small. 

In this connection your management are 
constantly endeavouring to improve methods 
of administration and production, for it has 
become eeneey evident that any growth 
of profits from United Kingdom trading is 
only probable by these means or by a larger 


Further has been made in the 
rehabilitation of your company’s works which 
has led to a substantially increased volume 
of output and enabled deliveries to be 
accelera’ 


The re-establishment of the company’s 
headquarters at 4, Carlton Gardens, London, 
has facilitated ease of contact between the 
various units, factories and offices, and has 
been instrumental in providing better service 
to customers. 


EXPANSION OF OVERSEAS COMPANIES 
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mew factories, two of which are nov 
approaching completion. 

Your company has invested approximately 
£213,000 in iring its due proportion, an 
a further call of about £150,000 will be pay- 
able in the near future. 


During the last few years the French Asso- 
ciated Company has substantially expand 4 
its trading activities, and has now rebuilt a 
re-equipped its Marseilles factory which ha 
been damaged during the war. It is at pr 
sent operating on a very profitable bas's, 2° 
we have taken the ity to increas’ 
our the French parent company 
on at a cost of about 


terms 
i investments made by 
your “company do not, yield an immedi 
of 


but. continuation of reasonably 


and conditions 
result in the future increase in the 
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income reccived by the parent company from 
its overseas interests. : y 

The proportion of your company’s capital 
which has been invested overseas has very 
considerably expanded during the last few 
ears and it is probable that your directors 
may consider the advisability of segregating 
the overseas assets by forming a separate 
company at some future date. _ 

It is likely that such an operation would 
lead to simplified administration and control 
which would result in greater benefits to 
shareholders. 

CONCLUSION 


We anus disassociate — ourselves from 
general political and economic influences, but 


I am confident that your organisation is well 
€quipped to meet an expanding demand for 
all types of surface coatings. 


Your company has had a fair degree of 
success in solving its problems of the past 
year, and I am sure you will agree that our 
thanks are due to the management, members 
of the staff and all other workers. 


The report and accounts for the year ended 
March 31, 1950, were adopted, and a final 
dividend of 173 per cent. (less tax) was 
declared on the ordinary shares, making 25 
per cent. (less tax) for the year. 


The retiring directors were re-elected and 
the auditors’ remuneration was fixed. 





LONDON TIN 


CORPORATION 


LIMITED 


CHAIRMAN’S SPEECH 


The twenty-fourth annual general meet- 
ine of London Tin Corporation Limited was 
held on September 8th at the Chartered 
Insurance Institute, Aldermanbury, London, 


EC. 

Mr J. Ivan Spens, chairman of the cor- 
poration, who presided, said:—An increase 
in our holdings of quoted investments and 
the payment of larger dividends by certain 
of the companies in which the corporation 
has a shareholding has imcreased the cor- 
poration’s income. In consequence the net 
income of London Tin Corporation Limited 
was up by approximately 50 per cent. com- 
pared with the previous year, and your direc- 
tors are recommending to you a final divi- 
dend of 8 per cent., which, with the 4 per 
cent, interim already paid, will make 12 per 
cent. for the year, against 8 per cent. last 
year. We have put to reserve this year 
£75,000, as against £125,000 in the previous 
year, but of this latter sum some £60,000 
came from the carry forward. This year, 
however, the carry forward has been in- 
creased by £16,567. 

I do not think that there are any other 
observations on the balance-sheet and profit 
and loss account which I need make. 


STAFF 


_The staft in the Far East have had another 

difficult and trying year. I much tegret to 
‘eport that one of our workshop foremen, 
an old and valued member of our Chinese 
staff, together with his wife and one of his 
children, were killed by bandits in a car 
ambush on June 26th last. One of our oldest 
Chinese contractors was dragged from his 
house and murdered on June 10th. 

Both production of tin concentrates and 
the rehabilitation of plant have gone forward, 
and our thanks are due to the management 
and staff of Anglo-Oriental (Malaya) Limited 
for their steadfastness ‘of purpose and 
successful efforts in spite of the continuing 
emergency, 

Mr Warren, chairman and general mana- 
ger of Anglo-Oriental (Malaya) Limited, is 
with us today, having just arrived from 
Malaya, and I am glad to take this oppor- 
tunity to express to him our appreciation 
of all that has been accomplished. 

Our thanks are due likewise to the man- 
agement and staff of A. O. Nigeria, Limited, 
‘c which company I refer later in this speech. 


MALAYA . 


Conditions since I last addressed you have 
little or no improvement, but in spite 

yen ts tat eta ooxpes 

in i its output 

lo 54,910 tons of tin in ore in 1949, as con 
Pared with 44.815 tons in 1948. This pro- 
a however, would have been more 
hatixed had not the emergency delayed re- 
: clitation, A serious aspect of the position 
' prospecting is virtually at a standstill. 





As a result, when dredges work out their 
present areas no new areas may be available 
to them unless the position improves con- 
siderably. 

The Ministers of State for the Colonies 
and for War visited Malaya during the end 
of May and beginning of June to see for 
themselves at first-hand existing conditions. 

The present disturbances in Malaya have 
now persisted for over two years. It cannot 
be pretended that they are unconnected with 
events in other parts of the world. It is im- 
perative that this banditry in Malaya should 
be suppressed as quickly as possible. 

Malaya has to bear the brunt of the heavy 
expenditure incurred to which the tin indus- 
try contributes, as not only is it paying 
income-tax but a heavy government duty on 
tin ore. A relaxation of this duty was pro- 
mised when income-tax was introduced, but 
so far no steps have been taken to implement 
this promise. The possibility of a change 
of system in levying this duty is, however, 
mentioned in the draft development plan of 
the Federation of Malaya. 

This duty on tin ore can only have 
a deleterious effect on the future of the in- 
dustry because it is based on the price of 
tin metal and not on the grade of ground 
worked. The latter basis would have, in my 
view, much to recommend it. 

The tin-bearing areas left unmined in 
Malaya, as elsewhere, must in the main be 
of lower grade than those now being mined, 
and the heavy impost of this export duty is 
likely severely to restrict the amount of 
ground which can be worked to give a 
reasonable return on the capital employed 
taking into, account the risks involved. 

I have recently had figures t<' en out based 
on the present prices of equipment and on 
present-day working costs. These show that 
the equipment of a property with two large 
modern deep-digging dredges, the most 
economical plants that exist for this type of 
mining, would need an estimated capital 
outlay of £2,700,000. On ground averaging 
0.4 Ib. per cubic yard and with a price for 
tin metal averaging £600 per ton over the 
life of the property, the return on the above- 
mentioned capital outlay would be only 8} 
per cent. Moreover, on ground averaging 
0.3 Ib. per cubic yard, the average of the 
grade of ground most likely to be found in 
the future, the return would be 3{ per cent., 
which is not a figure likely to attract new 
investment, unless there is a considerable 
easement in the duty on tin ore. 

The position in regard to war damage 
compensation is that claims are now being 

assessed and it is expected that we shall be 
given shortly provisional figures which will 
be a welcome guidance to companies as to 
where they stand financially. 


SIAM 
Conditions as regards local security bear 


favourable comparison with Malaya up to 
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the present time. Mining operations have 
not been hampered by lawlessness, but the 
future is overshadowed by the whole situa- 
ton in the Far East. 

Rates of import and export duties in Siam 
are very high and there are proposals to 
increase income-tax. The duty on export of 
tn ore at approximately 27 per cent. of the 
realisable value before deducting working 
costs detracts from the development of new 
areas. Import duties of mining machinery 
average about 20 per cent., and with present- 
day prices it seems improbable that mining 
companies would be prepared to do more 
than make use of their existing plant. 

Negotiations in regard to war damage 
compensation are well advanced, and I hope 
that finality may be reached soon. 


BURMA 


The situation in Burma is still unsettled 
and certain sections of the country are out of 
the control of the government. The mining 
areas of the Tavoy Tin Dredging Corpora- 
ton cannot be visited by European staff for 
reasons of security. Looting and damage 
have taken place. Great credit is due to those 
who have loyally stood by in these trying cir- 
cumstances. One dredge is still operating 
under an Asiatic crew. 

The Burmese Government express them- 
selves as anxious to promote the development 
of the country’s resources, for which purpose 
oversea capital is required. It seems unlikely 
that this will become available until law and 
order are restored, and until the position is 
known in regard to compensation for certain 
existing capital undertakings which were 
taken over by government as soon as inde- 
pendent rule was established. 


NIGERIA 


Output of tin concentrate by the com- 
panies managed by A.O. Nigeria Limited 
has been lower. At the end of the period 
under review lack of rainfall led to a cut in 
electrical supplies. The higher price for tin 
gave the opportunity to work to a lower 
grade of ground than had been previously 
economical. 

Labour conditions on the tin mines during 
1949 were settled, but during this current 
year have become disturbed. /s shareholders 
will be aware there was serious trouble at 
the government coal mines at Enugu and a 
commission was appointed to investigate and 
report. This report has now been issued. 
What clearly emerges from this is that the 
trades union movement was introduced into 
West Africa before the workers there were 
ready for it. The movement in this country 
has developed over many years of trial and 
error to become the great organisction it now 
is. To superimpose the system on a people 
who lacked the necessary education and ex- 
perience could only lead to misunderstand- 
ings and the misuse of power by those 
opportunists who saw in it the chance of 
personal aggrandisement. During June and 
July this year the union at the tin mines put 
forward impossible claims on behalf of 
labour and eventually called a strike on short 
notice and against the regulations, hoping to 
embarrass the employers by withdrawing 
labour when the rains were at their height 
and paddocks might become flooded. The 
strike was only partially successfsl and the 
labour soon returned, after which it was pos- 
sible to hold discussions with the union in a 
more reasonable atmosphere. pi 

Income-tax on company profits in Nigeria 
is now 9s. in the £ while the r: : of royalty 
charged by the Nigerian Government 
remains unchanged, the scale being based on 
a price range of tin metal which, I suggest, 
is now out of date. This royalty should in 
my opinion be revised and due regard should 
be paid to the grade of ground worked in 
order to ensure the maximum development 
of Nigeria’s tin resources. 


GENERAL 


The Tin Study Group has continued its 
discussions during the year at which I have 


ay 
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been present as an adviser. Statistics which 
were drawn up point to a surplus of pro- 
duction over consumption of some 100,000 
tons in the two years 1950 and 1951. At the 
moment this surplus appears to be a 

by stockpiling programmes. 

Both consumers and producers need a 
stable tin price to permit the making of 
reasonable plans for the future. The prospect 
of a burdensome surplus of tin, when pur- 
chases for stockpiles have been completed. 
will not encourage producers to replace their 
diminishing ore reserves. These new reserves 
are likely to be of a lower grade than those 
now being worked, while the cost of equip- 
ment is now some three times that of prewar 
and costs of production have also increased. 
A serious and prolonged fall in price would 
cause many mines to cease production and 
would result in substantial unemployment 
and hardship to the countries concerned. 
Violent fluctuations in price and an uncertain 
supply would not benefit consumers, who 
require a steady supply at an economic 
price. Safeguards for the future of the 
industry are desirable both for producing 
and consuming countries. 

In this connection I quote from the speech 
made by the Secretary of State for the 
Colonies on July 12th last in the debate on 
colonial affairs : 

“But whatever we do within the colonial 
territories, all will be in vain if stable markets 
are not assured for their products. It is vital 
to do all we can to protect the colonies 
against those violent fluctuations in demand 
and price which, in the past, have had such 
disastrous effects upon their economic and 
social life.” 

It is hoped that the United Nations will 
call a tin commodity conference in October, 
1950. 


The report and accounts for the year ended 
April 30, 1950, were adopted and the retiring 
directors re-elected. 


INDIAN COPPER 
CORPORATION, LIMITED 


MORE ORE MILLED 


The twenty-sixth annual general manne 
of the Indian Copper Corporation, Limited, 
was held in London on September 13th, Sir 
Godfrey Fell, K.CILE, CSI, OBE, 
chairman and managing director, presiding. 

The following is an extract from his 
circulated statement for 1949:— 

Net proceeds of sales and adjustment of 
stocks on hand fell by £116,849 to 
£1,807,455, while mining, milling and other 
costs rose by £81,145. The profit on our 
kyanite sales increased by £22,331 owing to 
the rise in the sale price of kyanite ore. The 
profit for the year was less at £593,552 com- 
pared with £744,931 owing chiefly to the 
smaller volume of sales. Taxation at 
£343,000 is lower by £95,000. The proposed 
dividend is 124 per cent. 

Although still below the capacity of the 
plant, the ore treated in the mill exceeded 
last year’s figures by over 6,000 tons, the 
average grade being slightly lower. The 
output of rolled brass was higher by 358 
tons. The increase of 337,339 tons in the 
estimated ore reserves is most gratifying. 
These now amount to 2,798,430 tons. After 
initial difficulties the 4-high cold rolling mill 
has operated satisfactorily on a three-shift 
basis and it may be hoped that the teething 
troubles have been finally overcome. 

During the first half of the current year 
the mill treated 167,211 long tons of ore 
compared with 143,111 long tons for the 
corresponding six months of 1949, an in- 
crease of 24,100 long tons. The production 
of refined copper amounted to 3,163 long 
tons, an increase of 223 tons. The output 
of brass products was 3,686 tons, a decrease 
of 997. The price of per has risen to 
£186 per ton, an increase of £53. 

The report was adopted. 


THOMAS DE LA RUE AND 
COMPANY LIMITED 


IMPROVED PROFIT 


The fifty-third annual general meeting of 
Thomas De La Rue and Company Limited 
was held on September 13th in London, Mr 
B. C. Westall, C.B.E. (chairman and 
managing director), presiding. : 

In the course of his speech the chairman 
said : — 

The net group profit for the year amounted 
to £347,770, and the improvement on last 
year’s £113,628 was accounted for mainly by 
the fact that as a result of recentralisation we 
are now able to obtain the benefit of tax 
reliefs which were previously being lost in 
the subsidiary companies. 

Your directors have deemed it prudent to 
appropriate a sum of £200,000 to a tax 
equalisation account in order to provide a 
cushion to the reduction in future wear and 
tear allowances, which will result from our 
having obtained the appropriate initial allow- 
ances on plant, etc. The sum so appropriated 
exceeds the reliefs obtained. 

We have also appropriated £50,000 to 
general reserve, making this reserve up to 

500,000. A small transfer to capital reserve 
was necessary to write off the book value of 
fixed assets in the Far East which had been 
destroyed by enemy action, and in respect 
of which we received an ex gratia grant from 
H.M. Government. 


SECURITY PRINTING 


In the past year the security printing 
branch of your company’s activities showed 
reasonably good results. In my speech to 
you last year I said: “Nevertheless, I do 
not expect the trading profits for the present 
year to reach the figure of the year under 
review.” This forecast has more or less 
been borne out by results. 

If world conditions were more stable I 
think I should have been able to have given 
you today a promising outlook for the future 
of this section of your interests. Even as it 
is, the business we have on hand is con- 
siderable and the prospects cannot be 
regarded as gloomy. 

During the past year we continued to make 

rogress in the establishment of our 
fealeaeed board, known under the trade name 
as “Formica.” A vast amount of educa- 
tional work has been done, and many new 
fields have been opened up for future 
development. On the other hand, there was 
some decline in demand for industrial grades 
of laminated board, due to a considerable 
extent to a diminishing demand by the elec- 
trical industry. This tendency, however, has 
been reversed since the turn of the year and 
the demand is now increasing again. In 
particular, the demand for “ Formica” and 

Traffolyte” is now, as a result very largely 
of the previous two years’ spade work, 
sharply increasing, and the plastics side of 
the business is beginning to work at a profit. 


GAS APPLIANCES AND STATIONERY 


With regard to your interests in gas 
appliances, we have now completed the clos- 
ing down of the Gateshead factory, which 
was a leasehold premises, and have trans- 
ferred the plant to other factories. This 
concentration is now beginning to show 
— 

m the stationery side of the business the 
sale of playing-cards _Was maintained, but 
there was a falling off in the sale of fountain 
pens. This market is ing an increas- 
ingly difficult one, and although we are doing 
our utmost by an increased ising allo- 
cation to maintain our position as manufac- 
turers of the “Onoto” pen, the oldest and 
possibly the best-known pen in the world, 
we cannot hold out any hope that the current 
year will show any improvement. 

The report was adopted. 
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THE PALESTINE ELE 
CORPORATION LIMITE 


INCREASED DEMAND 


The twenty-seventh ordin eneral 
ing of The Palestine Electric’ Corporation 
Limited was held on September 7th in 
London, the Rt. Hon. Viscount Samuel, P.C 
G.C.B., G.B.E., the chairman, presiding. 
The following is an extract from his circu- 
lated statement: 


_ The year 1949 was one of rapid changes 
in the State of Israel. Hostilities having 
ended, much progress was made in restoring 
normal economic conditions; at the same 
time the population was vastly increased by 
a great volume of immigration. These 
developments were reflected in a remarkable 
increase in the demand for electricity. 


The capital expenditure incurred during 
the year amounted to just over £1,000,00 
mainly on the extension of the Haifa Power 
House and on the extensions of the trans- 
mission and distribution lines. The rapid 
growth in demand, however, may be expected 
to continue, and it.is already evident that the 
capacity of the Corporation’s plant, although 
extended, as it soon will be, by the second 
30,000 kW turbo-generator unit and boiler 
plant now in course of manufacture, will 
become inadequate almost as soon as the new 
plant is commissioned. I might mention in 
this connection that already in the first four 
months of the present year the number of 
units generated is 50 per cent. greater than 
in the same period of 1949. Your directors 
therefore contemplate a further programme 
of extensions during the next three years. 
These will comprise considerable increases in 
the generating capacity of the Corporation’s 
power houses, and in both the capacity and 
the extent of our transmission and distribu- 
tion system. 


THE NEW ISSUE 


Last year reference was made to the 
directors’ intention to make an issue of capital 
as soon as possible in order to finance such 
large developments. Application was accord- 
ingly made to the Capital Issues Committee 
for permission to make an issue of capita! 
which, after repayment of bank _ loans, 
amounting to £800,000, that had been 

as a temporary measure, would 
leave a substantial amount for capital expen- 
diture. The consent of the seems was, 
however, granted only in part, and was in 
effect limited to an issue of shares sufficient 
to repay the bank loans. In the circumstances 
the directors decided not to proceed with the 
proposed increase in the authorised capital 
and to make the issue of shares, for which 
consent had been given, out of the ordinary 
shares authorised but unissued and by re- 
issuing as i shares the 234,934 42 pet 
cent. redeemable cumulative prefsience —_ 
which had been redeemed by sinking fun 
up to December 31, 1949. An issue wa 
a ingly mune best Api Bh 

i way of an offer 
st eolie a on oA > ordinary stock on the 
cannee snes eee at “se 
proportion one new 
every £2 stock held by them. An issue of 
24 ordinary shares was made sim 
taneously in Israel, on similar terms. 

As will be seen from the profit and 

i surplus 15 


loss account, the opera 
1£1,047,285. "The ‘amount carried forward to 
t 


: 


jation statement, after s¢t- 
ting to reserve for deprecia 
tion (I 30 in 1948), 1£380,000 as pro. 
vision taxation (1£60,000 in 1948) ) 
1£125,000 to (nil_in 1948), 
is 1£170,689 (1£97,511 in 1948). The Oo 
tors paymen s 
dent of 5 per cent. free of tax, on the ordinary 
and “A” ordinary stock. 
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MUREX LIMITED 
RECORD TURNOVER 


The thirty-first annual general meeting of 
Murex Limited, was held on September 20th 
‘n London, Mr George P. Joseph (the chair- 
man) presiding. eee 

The following is an extract from his circu- 
lated statement :— 

The consolidated trading profits for the 
year at £905,494 were about £30,000 higher 
than in the previous year, reflecting the im- 
provement in the consolidated turnover, 
which reached a record figure of £6,820,000. 
Depreciation has been provided at the higher 
rites adopted two years ago, which your 
directors regard as adequate to cover the 
writing off of our buildings, plant and equip- 
ment during their useful life. 

In 1948 we decided to discontinue our 
former practice of setting aside out of 
revenue specific amounts for obsolescence, 
and the funds so accumulated in past years 


‘ were transferred at April 30, 1948, to revenue 


reserve (general). We intend to continue 
this policy and to regard the revenue reserve 
(general), which is wholly created out of taxed 
profits, as being available for the obsoles- 
cence of fixed assets and to meet the enhanced 
cost of their ultimate replacement ; after the 
appropriations for the year this reserve stands 
at £1,070,000. 

After charging taxation on the consolidated 
profits of the year, making good under- 
provisions in past years and provision for 
the extra tax burden which will arise in later 
years by reason of the advance tax relief 
given now by the initial allowances, the con- 
solidated net profits available for dividend 
and appropriation to reserves are £333,496, 
an increase of £21,946 on the previous year. 

The dividends paid and proposed amount 
to the same as for the previous year, and 
there is a reduction of £20,000 in the profits 
set aside to revenue reserve (general) in the 
consolidated accounts, the amount carried 
forward being some £3,000 higher than at 
April 30, 1949, 

We have a full programme of capital con- 
struction before us. As our business ex s 
we have to carry also larger stocks of raw 
materials, and at today’s level of costs it 
is essential for us to continue to conserve 
such liquid resources as are available after 
meeting the heavy burden of taxation which 
industry is called upon to bear: your direc- 
tors will continue, therefore, to maintain a 
prudent financial policy. 

Our plans for the erection and equipment 
of an up-to-date research block at our Rain- 
ham works have been completed, and work 
on the site has commenced. We anticipate 
that the building will .be ready for use 
——_ end of 1951. 

expansion is taking place also at 
Waltham Cross, and work has commenced 
on the erection of additional factory premises 
which will enable us to improve the plant 


FACTORY IN THE TRANSVAAL 
The factory of Hard Metals, Limited, at 
Springs, T d 


INTERNATIONAL TEA 
COMPANY’S STORES 
LIMITED 
SUCCESSFUL YEAR’S TRADING 


The annual general meeting of the Inter- 
national Tea Company’s Stores Limited will 


be held on October 2nd in London. 


The following is an extract from the 
annual review by the chairman, Mr Frank 
Wilson, circulated with the feport and 
accounts : — 


You will be pleased to see that we have 
had another successful year’s trading. The 
trading profit of the group as compared with 
the corresponding figure last year shows a 
decrease of £76,000 approximately. This 
decrease is in part due to the fact that in 
our efforts to synchronise accounting dates 
of our subsidiaries, the results of one of our 
larger subsidiary companies which were 
included in our consolidated profit and loss 
account for 1949 covered the profits of that 
subsidiary for a period of 18 months’ trad- 
ing, whereas in the accounts now under 
review for 1950, one year’s profits only from 
that source have been included. Turnover 
has shown a considerable increase in all sec- 
tions of the company’s business, and it was 
hoped that this in itself would have enabled 
us, in spite of the difference in trading 
periods, to have maintained profits of the 
group at last year’s level. This hope was 
not realised when the accounts were finalised, 
since the rate of gross profit has continued 
to decline on many of the commodities we 
handle. Bearing these factors in mind the 
results now submitted can be regarded as 
satisfactory. 


TRADING CONDITIONS 


Trading conditions throughout the year 
in individual commodities have changed con- 
siderably. Certain lines in great demand 
twelve months ago now move very slowly in 
the warehouses and at the branches. The 
public generally no longer consider that 
“food” is “anything edible”; they want 
what they ask for, and substitution is not 
acceptable to them. This is as it should be, 
and it indicates a gradual change to greater 
freedom in selection. This trend is in har- 
mony with our prewar slogan: “ We sell 
all the best goods from all the best makers.” 
Until now it has been difficult to return to 
this slogan of 1939, but from now on we 
intend to devote our efforts to living up to 
it even more so than we did in the past. We 
remain of the opinion that the “ service ” we 
render to our customers, and all that comes 
within the full meaning of that word in our 
trade, is a “corner stone” on which our 
business has heen built, but there is no 
denying that this policy is increasingly ex- 
pensive in these times. 

We have tested the self-service method 
of trading in certain locations, and the re- 
sults have been very encouraging. We have 
further conversions to self service in hand, 
and we are hopeful that our selections of 
sites will prove to be correct. 


The turnover continues to expand and the 
cessation of points rationing brings with it 
still greater opportunity. 

With regard to the subsidiary companies, 
plans are in hand to strengthen co-operation 
with head office in London, so that we all 
work as far as practicable on similar lines. 
This is the desire of the directors of all the 
companies concerned, and will have the 
effect of bringing their policy more into line 
with that of the parent company. 

As to the future, who knows today what 
it holds for us all, but of this I am certain— 
your company. firmly established as it is and 
managed as I know it to be, will render 
a good account of itself. 
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ASPRO LIMITED 


The fifteenth annual general meeting of 
Aspro Limited was held on September 8th 
at 16, Berkeley Street, London, W.1 


Mr Maurice A. Nicholas, the chairman, 
presided. 


The following is the chairman’s circulated 
statement: 


I am happy to report a further year of 
good progress by the company. Over the 
year sales have been further increased. 


Turning now to the accounts, it will be 
seen that our financial position has been well 
maintained, and that the favourable trend of 
trading results continues. 


_ The profit on trading and income from 
investments as shown in the consolidated 
profit and loss account for the year ended 
March 31, 1950, before taxation and other 
chargeable items, amounts to £780,376, as 
compared with £432,457 for the nine months 
to March 31, 1949, and £585,506 for the 
year ended June 30, 1948. The surplus 
after charging taxation is £221,846, and after 
adding to this the balance of profits brought 
forward from the previous year, we have a 
total surplus of £416,619. After deducting 
£56,375 representing dividends on the pre- 
ference stock and an interim dividend of 
15 per cent. on the ordinary stock, your 
board propose to allocate £100,000 to the 
general reserve and £5,000 to the staff con- 
tingencies reserve of Aspro Limited, and to 
recommend a final dividend of 20 per cent, 
less income tax, on the ordinary stock. The 
balance remaining to be carried forward on 
the consolidated profit and loss account will 
be £180,332, compared with £194,773 as at 
March 31, 1949. 


You will find in the report a chart showing 
the percentage distribution of the net income 
of Aspro Limited, for the year ended March 
31, 1950, after defraying the cost of services 
received and the cost of materials furnished. 
You will note that the distribution of this net 


income was as follows:— 
© 


Net Income of Aspro Limited 100.0 
Less: % 
Wages, Salaries and Super- 
ES ELA Oe 
Depreciation of Fixed Assets 4.8 
— 4338 
66.2 
We set aside to strengthen and 
develop the business ... ... 11.4 
54.8 
Leaving to be absorbed by:— 
The State and Local Authorities 39.9 
The Stockholders ... ... ... 149 sas 


In the report there are diagrams reflecting 
the financial position of Aspro, Limited, as 
at March 31, 1950, and March 31, 1949. 
These give a clear picture of the increased 
financial strength of the company. 


The continued development of our over- 
seas markets has the constant attention of 
your board, and in spite of restrictions on 
imports, still operative in many parts of the 
world, your company continues to make 
solid progress in this direction. 

Finally, I would say that the company and 
its subsidiary companies are maintaining 
their position in the competitive field. I am 
satisfied that we have an organisation which 
will assure to the company continued 
prosperity, subject, of course, to political and 
economic circumstances which are beyond 
our control. 


I desire to thank my colleagues on the 
board for their valued contribution to 
‘ Aspro’s ’ continued success and to reiterate 
my appreciation of the fine work done by 
the managing director, executives and staff, 
both at home and abroad, over the year. 
























. Finance Acts, 1946 and 1947, Post-war Credits.... 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended September 16, 1950, total ordinary 
revenue was 43,979,000, against ordinary expenditure: of 
£44,435,000 and issues to sinking funds £540,000. Thus, 
including sinking fund allocations of {8,653,000 the surplus 
accrued since April Ist is £90,823,000 compared with a 
deficit of £379,000 for the corresponding period a year ago. 

ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


















Customs.........| 870,650] 367,982) 399,64 
i 315,700 318, 







Total Customs and | 
Excise .4...... '1583800 18,636) 22,228 


Motor Dutiés..... | 56,000 
Surplus War Stores 
Surplus Receipts 
from Trading. . . 
P.O. (Net Receipts) | 
Wireless Licences. 
Sundry Receipts. . | 
Miscell. Receipts 
(in. Crown Lands) 





9,366! 
47,427, 1 
{ 
4,045; 











Secr-BaLANcING | 
Post Office....... 172,1 
Income Tax on 

E.P.T. Refunds.| 5,7 








eat beers __{f thousand)" 
' ; April 1, April 1] Week ended 
Expenditure eeet 1949 | e ea sees 


oi 17'Sep. 16 
sep. 17,Sep. 16,P°?- P- 
1349 "| {950 1949 | 1950 








EXPENDITURE 
Int. and Man. of} 
Nat. Debt... .. | 490,000} 255,199) 233,9 2,310 2,215 
Payments to N.)} 
Ireland.......-. | 3%,000| 14,188 15,949 ook 
Other Cons. Fund . | 
Serxiows ...-.7: | Mood 5,029 4,199... 20 
i ; ; 
Wee ae... | 537,0 00] 254,416 254,075 2,310 2,235 
Supply Services . . '2918069]1189059 1095468 71,100 42,200 


| —— --— 
Total Ord. Expd.. |34550691443475|1347541] 75,410 44,435 
Sinking Funds..../ .... | 8,197) . 8,659 350, . 540 


Total (excl. Self- 


Bal. Expd.). . . . (34550691 4516721356194 73,760 44,975 

ale 

Ser-BaLancixe | 72,100, 72,600) 2,300' 2,200 
Post Oifice.;..... | 172,150 | 

Income Tax on’ 4,681 4,470 237 131 
E.P.T. Refunds.| 5,700 | 

Metal os 555.353 36329191528453 1433264] 76,297, 47,306 


After decreasing Exchequer balances by £22,942 to 
£3,142,656, the other operations increased the gross 


National Debt by {10,169,411 to £26,227 million. 


NET RECEIPTS 


{ thousand 
Nil 
NET ISSUES 
£ thousand 
PO. and Telegraph (Money) Act, 1948........... 925 
E.P.T. Refunds.................. ceeanesdannsy 159 


Local Authorities Loans Act, 1945, s. 3(1)...... .. 4,700 

Cotton (Centralized Buying) Act, 1947, s. 2i(1)... 
1948, 

Overseas Resources Development Act, 1948, s. 17(1) 


de 3 


CHANGES IN DEBT 
£ thousand 


-  Recerets 
Treasury Deposits 30,000 
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S26 S583 ESSE = 


16 5120-0 | 1889-8 


PAYMENTS 
Treasury Bills .... 8,234 
Nat. Savings Certs 1,200 
23%, Def. Bonds. 245 
3% Def. Bonds. ... 415 
Tax Reserve Certs. 241 
Other Debt :— 


















TREASURY GILLS 


( million 





onday to Saturday as to about 81 per cent of the amount 
applied for at {99 17s 5d., and applications at higher | Banking dept. 


$Us2 3s85 eRe & 


e338 


were accepted in full. Treasury Bills to a maximum 


Receipts.......... Scecce 
Repayments .....sesee0. 


Net Savings sees eeeeesee 
Defence Bonds :-— 
Receipts......cccccscees 
Repayments ............ 
P.O. and Trustee * Savi 
ane vings 
a papel we eteen. 
Net Savings .......0.0+: 
Total Net 
Interest on 
Interest accrued 
Change in 
aves. 


eeeeeeses 


at 22, Ryder Street, St. James’s, London, S.W.1. ‘ ¢ ; 
Printed in Grest Britais by St. Cushmere Ponsa, Leb, Poteal St” teem: 
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BANK OF ENGLAND 
RETURNS 


SEPTEMBER 20, 1950 


securities 


of £240 million are being offered for September 22nd. |.“ Proportion ”......0++++- 
For the week ending Septem ber 23rd the banks 
be asked for Treasuty deposits. 


NATIONAL SAVINGS 





Internal ....... 406 
Wea ISSUE DEPARTMENT 
vances ........ 9,090 ' | £ 
Notes Issued:- | Govt Debt... 
30,000 19,831 sien oe 1286,098,860 Other Govt. — 
n i | Securities ... 5,2! 
FLOATING DEBT partment ... 64,257,963, Other Secs. | oe 
(£ million) aa 
than gold)... 3,115,319 
“—. oe Fid ——__. 
a i eic aa» 1350,000,00 
Gold Coin and nena 
lion = {at 
| 248s. Od er 
| Oz. fine). 7... 356,823 
t tn 
1350,356,823 | 1350,356,823 


BANKING DEPARTMENT 





| 40 | 350-0 1 5645-1 f : i 

| 125 | 350-0 156236 | Capital ...... 14,553,000 Govt. Secs... 560,216,441 

Rest......... 3,956,005 Other Secs:- 43,835,216 
aes 375-0 Public Deps.:- 271,645,858 Discounts ani 

' §°0 | 36-5 Public Accts.* 16,848,852 Advances... 18,797,591 

ae 380-0 H.M_ Treas. | Securifves.... 25,037,625 

i 405-0 Specia/ Acct. 254,795,006. 

405-0 Other Deps.:- 381,773,270 

405-0 Bankers..... 290,236,301' Notes........ 64,257,963 

i a Othe» Accts... 91,536,969 | Coin......... 5,616,515 

| 7326 “rai 

| ee | aso0 671,926,153 671,926,133 

Se 475-0 * inctudme Ex » Savings Banks. Commissioners 
re 5-0 of National Debt Dividend Accounts. 


COMPARATIVE ANALYSIS 


{£ million) 


eeeereeee 





its — | 
ic Accounts ...... 11-@ 13-4 na a 
Treasury Special Account | 25-4 246-5 246-5 254 
Bankers .......0.eee00+ | 293° 279-1, 285-2 202 
Others... ccccvcesesccs 96- 95-1 9-1 91-5 
Dotah..cnvdcccsescceess 426- 634-1, 639-9 655°3 

Securities :— 

Government,..ceveseces 318: 549-6 548-6) 560-2 
Other eneesteoes . 22- 24:6 24-9 25:0 
WO i 22 cs Vevinwbbeddes 357- 596-4 598-0: 604-0 
TOS... cecdeoes 88- 56-1 60-4 67-9 
Bq 7 ba Bs 


raised. froct 









1299-0 1294-2 1286-1 
51-4 56-2 64:5 
+ 21347-1 1546-7 1546-2 


0-8 «O08 0-6 
2-4 2-4 3:5 
S/O 


248/0 248/0. 248/0 24 


15,100, capital £14,553,000. 


300 million to {1,55 


England '¢ official buying price for gold 
from. 172s. 3d, to 248s. Od. per fine ounce of 
19, 1 and the selling price to authorsed 
from ite Gd. to ‘Od. per fine ounce. — 
cash prices during last week were a5 follows :— 








